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ALIA VISITS LUSHNJE COLLECTIVES 


AU231356 Tirana ATA in English 0745 GMT 23 May 87 


[Text] Tirana, 23 May (ATA)--On May 22 afternoon, Comrade Ramiz Alia made 
visits to the brick factory ani the Agricultural Research Institute 

in the city of Lushnje. He was accompanied by the first secretary of the 
district party committee, Sulejman Bushati and the chairman of the 
executive covmittee of the district people's council, Gjergji Velo. 


At first Comrade Ramiz Alia went to the brick factory, where he was lovingly 
welcomed by cadres, workers and specialists as well as by cooperativists 

of Golem village. There he met with workers, men and women, young boys and 
girls and warmly greeted them. Comrade Ramiz Alia stopped near a group of 
veteran workers and shook hands with them. 


At the minute articles section he met and warmly talked with workers and 
specialists, who acquainted him with the articles under production and 
their technological process. 


Comrade Ramiz Alia was received with applauses by a group of workers of brick- 
kiln. They acquainted him with the plates production decorated with 

Myzeqe motives, with their efforts to tuen out high quality products, while 

in the brick section he got acquainted with some of the new products which 
improve technology and accelerate the rates in construction. Comrade Ramiz 
Alia congratulated the workers and specialists and wished them fresh still 
greater successes. Then Comrade Ramiz Alia went to the Agricultural 

Research Institute where he was warmly received by leading cadres, specialists 
and workers of this scientific center. 


The director of the Institute informed Comrade Ramiz Alia of the 
research scientific activity of this first study center in the field of 
agriculture created 35 years ago. 


On May 22, Comrade Ramiz Alia attended a concert given at the house of 
culture by the professional and amateur artistic groups of the district of 
Lushnije. 
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ALBANIA POLITICAL 


YOUTH UNICN CC PLENUM ON EDUCATION HELD 
AUI121223 Tirana ATA in ENglish 0900 CMT 12 May 87 


[Text] Tirana, 12 Mar (ATA)--The plenum of the CC of the LYUA, [Labor Youth 
Union of Albania} role of the youth organizations at schools, for the 
Assimilation of the contemporary knowledge, of the practical qualification 
of the pupuils and students etc., was held yesterday in capital. 


Present were also the minister of education Skender Cjinushi, the rector of 
the “Enver Hoxha” university of Tirana Professor Osman Kraja and other 
comrades. 


The meeting was declared open by the first secretary of the CC of the LYUA 
Mehmet Elezi. 


The report and discussions pointed out that our youth is realizing ever 

more better that the important mission the party and Comrade Enver Hoxha 

have charged it with as the most lively force in the construction of 
socialism can be carried out only by acquiring contemporary knowledge and 
all-round culture. The last years’ growing results in the 8-year secondary 
and higher education, the active participation of the schoci and student 
youth in all the undertakings as well as its readiness to serve where the 
country needs them arean evidence to this. At the plenum there was generalized 
the good example of the youth organizations of the districts of Gjirokaster, 
Permet, Tirana, Sarande and Skrapar as well as the youth of some higher 
schools who applying the tasks set by Comrade Ramiz Alia at the 9th Congress 
of the party have enchanced their mobilization and have attained good results. 


The member of the party General Committee Anastas Kondo took the floor, too. 
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ALBANIA POLITICAL 


BEHAVIOR OF SOCCER SUPPORTERS DEPLORED 
AU211828 Tirana ZERI I POPULLIT in Albanian 17 May 87 p 3 
[Kastriot Kruja article: “Let Us Be Sports-lovers, Not Fans") 


[Text] Some days ago various wall newspapers appeared one after another at 

a corner of the main square in Tirana. According to the signatures they 

were written by groups of sports-lovers from the town of Lac, who disagreed 
with the verdict cf the Albanian Soccer League against their team, 
"Industriali,” after its match against “Terbuni" at Puke in the third 
division championship. We will not go into the unsportsmanly behavior 

that was observed at that match, for SPORTI POPULLOR and the Kruje 

District party committee organ KASTRIOTI have written about it. But there 

is one thing which is very striking: Why are the Lac sports-lovers so 
persistent in attempting to reverse the decision of the forum at any cost? 

Is not this an open symptom of a fan mentality, and not an attempt to reverse 
a miscarriage of justice, as is claimed. Before writing one wall newspaper 
after another, would it not be more in order for these groups of sports-lovers 
and their collectives to analyze more maturely how this unsportsmanly 
behavior arose, who incited it, and what steps should be taken against these 
people? Of course, these collectives are doing well in discussing production 
questions -- but this subject affects production too, and such a debate 

would quell certain unhealthy enthusiasms, and eliminate vacuous conversations 
and discussions which consume working hours and people's free time. It is 

a question of being sports-lovers, not fans. 


Taking place today are the matches of the last day of the national 
championship in soccer -- the most popular sport in our country. Will 
"Partizani™ emerge as champion after its away match at Cjirokaster, or 
will it lose and finish equal with "Flamurtari” after a victory of the 
Vlore team at Berat? Which team besides “Traktori,” will be relegated to 
the second division? These and other questions are in the minds of all 
sports-lovers whose desire is to spend a day of sports in a cultured way, 
and who consider sports as a way of spending their free time pleasantly. 
These sports-lovers may have a favorite team, but in the end they are pleased 
at every success of our sports, just as they are bored by dreary matches 
and teams that are not up to the mark and do not justify the party's care 
for the development of our sports. 








We are not simply talking about soccer. Sports-lovers cannot simply follow 
one sport, and sports-lovers especially cannot just follow one team or club. 
They can have their favorites, but they must be pleased at the performances 
of other teams, too, which in the end lead to general improvements in the 
quality of our sports. Still less can a sports-lover resort to various cunning 
tricks, such as medical certificates, etc, to absent himself from work to 
follow his team from one town to amother. Nor can you be a sports-lover 

and still shout “referee, referee” in the stadium; the decision made 

against your team might be a correct one. You are a sports-lover in the true 
sense of the word when you applaud not only the team you support, but the 
other team too when it plays well, and even when it wins. 


We stress this because there are signs of a fan mentality in our sports life, 
even though healthy, objective, and correct public opinion exhibits a true 
love of sports. What does being a fan mean? It means to be subject to 
feverish spasms, as if one suffered from typhus, and the loss of all power 
of right action and judgment. At matches this symptom is evident in shouts, 
insults, and sneers, which unfortunately are not in short supply. Away from 
matches ihese symptoms take the form of endless discussions with complaints 
without the slightest objectivity concerning the judgment or fair pluy of the 
opposing team, alongside justifications of the unfair moves of players you 
support. For these reasons a fan mentality destroys the healthy and 
well-mannered atmosphere which should prevail at all sports events, which 
should be celebrations, active forms of relaxation, and a kind of education. 


A fan mentality harms work too. it is a fact that people in some collectives 
have ardent discussions over sports for hours on end. This means lost 
productivity, and lower output. The time lost can be made up with extra 
effort, but that lowers quality. Somet. ses chese losses are underestimated, 
and people say, "Oh, well, he is only a ian. There is no harm in that." 


Some sportsmen encourage a fan mentali.y themselves, with gestures of 
disagreement, or with strange behavior to express joy over goals. More than 
once we have seen even players of repute raising their fists to the 
spectators, sliding on the turf or performing somersaults, and even riding 
piggyback, something which hac nothing to do with the traditional game, 

and is not a proper way of expressing happiness. 


Ve often associate a fan mentality with youth, and whenever there are 
symptoms of such a thing, we are inclined to go in search of a young person. 
Our young people love sports, but do not love it merely as passive 
spectators; primarily they love sports as participants, because they relax 
and keep themselves in trim in this way. They could do more of this. Today 
the national soccer championship ended. Has the sports season finished? No. 
To what extent do young people utilize all the sports facilities we have, 
from those in enterprises to those ia agricultural cooperatives? It would 

be a partial judgment to be content with the programs devised at the start 

of the year, and to think that our young people are only enthusiastic about 
taking part in mass actions of various kinds. Such an attitude would not help 














their education. The summer can and must be continually filled with outings, 
swimming races, and competitions in the traditional games our sports-loving 
young people enjoy. It was a very laudable initiative of some district youth 
organizations when they decided some time ago to hold their competitions 

and activities in the open air. 


Healthy public opinion on sports cannot accépt a fan mentality, and considers 
it a malady alien to our society. In the final analysis, a sports event 
consists merely of a few hours of free time, and there is no need to pay 

any more attention to it than it deserves. Our people have broad 

cultural, artistic, scientific, and political interests. Above all they 

are interested in doing their work better, and fulfilling their duties on 
the fronts where they labor. This is why the persistence of the wall 
newspaper writers from Lac seems to us to be wrong. 
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ALBANIA POLITICAL 


AWP JOURNAL ON TASKS CONFRONTING SCIENCE 
AU171515 Tirana RRUCA E PAPTISE in Albanian Apr 87 pp 5-16 


[Speech by Foto Cami, AWP Central Committee Politburo member at meeting 

of the Academy of Sciences held on 16 March 1987 to examine the tasks confront- 
ing Albanian science in the light of the decisions of the Ninth AWP Congress: 
“Our Science Should Competently Confront the Great Tasks Set Out by the 

Ninth AWP Congress”) 


[Excerpts] The party has constantly attached par.icular importance to the 
great role of science in the country’s socioeconomic development. Various 
congresses, plenums, aud other important party meetings have stressed this 
role and have outlined the directions of its development. 


The Ninth AWP Congress stressed that in our time “science is very closely 
linked with production and has been transformed into a direct productive 
force. The value of every science is therefore also measured by its 
benefit to production, the increased efficiency of the economy, the easing 
of the wort of people, and its increased productivity.” 


What is curreatly being required from science are results, solutions, and 
suggestions on how to promote production, that it should competently 
confront the great tasks of the development of productive forces, and 
resolve the problems raised in various sectors of the economy. 


The problems confronting us are considerable and complicated. And big 
problems require big solutions. In this, however, we are being hindered 

very much by narrow and sometimes even pre-industrial concepts, as well as 

by sectorial and departmental tendencies. This is not a question of 
resolving the problems of a cooperative or of an enterprise, but of resol-ing 
these problems in a decade, but now. Science should militate and act 
precisely with regard to these big issues. 


Giving priority to the natural and technical sciences, and particulariy 

to the applicative sciences, the Ninth AWP Congress stressed that this does 
not mean negiecting and underrating the social sciences, which play an 
important role in the country's life, the communist education of the masses, 
and in resolving the conceptual problems arising in society. 











Progress has been made and achievements have been attained in these fields 
of knowledge, too, particularly in those dealing with the history, language, 
and culture of the Albanian people, and major works have been oublished and 
scientific activities of a high standard have been organized. 


It is important that the institutions dealing with these sciences and the 
people working in them should understand and apply in practice the demand 
made by the Ninth AWP Congress that “the major place in these sciences should 
be occupied by the work of generalizing and synthesizing, by profound 
scientific conclusions, avoidin;s the descriptive char«cter still observed 

in a considerable nuaber of studies.” 


In the field of history, analyses have indicated that there are manifestations 
of superficiality and subjectivism and that archival and bibliographical 
sources are insufficiently use’. In the field of literature, few efforts 

are being made to become more deepiy acquainted with the values of the 
literature of socialist realism, the problems of its formation and enrichment, 
and the innovative trends of developmont, and thore is also a lack of 

profound analyses of creativity and literary and artistic processes. 

In the field of culture, there are manifestations of empiricism and simplified 
presentation. In the field of archaeology, the factual material of certain 
studies is poor and there are tco few conclusions and too mahy descriptions. 
In the fieid of lioguist:ics, the scientific foundation is at times shallow 
and the theoretical level is removed from the demands of the time. 


The sphere of social studies is a considerably broad one. It extends on the 
ideological and political front, in the field of education and culture, of 
organization and management, and in the field of foreign policy and 
international relations. The p:chlems that need to be studies in all these 
fields are numerous and it would be superfluous to list them all. 


then speaking about secial sciences we cannot fail to meition the special 

role of economic sciences, from which 4 certain “mildew” and “academicism" must 
be shaken off, as the party pointed out once again at its second Central 
Committee plenum. The lag that exists in economic thinking cannot be 
justified in any way, since we have great human resources in this sector. 


We possess specialived scientific isntitutions, such as the Institute of 
Economic Studies, and we have an entire economics faculty with numerous 
sections and a large staff. We have economists working in other scientific 
bodies and an entire army of economists working in the state and economic 
organs from the base up to the central departments. But we lack profound 
studies containing big solutions and concrete suggestions to rationalize 
production and to increase it, to raise the productivity of social labor, 
and to use investments and various economic levers and mechanisms at a high 
degree of efficiency; to harmonize, in accordance with our principles, 

the interests of society with those of the individual, the interests 

of the state with those of a particular group or groups; to improve the 
forms of the organization, management, and planning of tue economy; we lack 
studies conceriing problems pertaining to the remuneration of work and 
incentives, and so forth. 





We generally have too little creative thinking in the economic sciences, 

but also in the philosophical and political sciences. A certain hesitation 
to express opinions openly and courageously is observed, as well as 
metaphysical attitudes considering everything that has been already declared 
perfect. But life is in continuous movement and development. New problems 
are continually arising in this process, requiring solutions, and these 
solutions must be adpated to new situations. It is not right that everything 
should be decided upon from above, when more problems should be raised by 
others, with suggestions and concrete measures to resolve them. 


The Marxist-Leninist theory, the party's and Comrade Enver Hoxha's teachings, 
and the experience that we have accumulated constitute those firm 

foundations on which we must rest meet all problems and tasks arising 

in all fields of life. And if we have mastered these foundations not only 
in the letter, but in their essence, then there is no reason for any 
hesitation in making those changes that are dictated by life. What is 
essential is that the country's freedom and independence should be protected 
and strengthened, that the people's authority and its democratic nature 
should be preserved and consolidated, that the social ownership of the means 
of production should be preserved and strengthened, and that exploication 

and the creation of exploiting classes should not be permitted. Other things 
can and must be changed when this becomes necessai suffice that they do 

not affect the foundations of our socialist system, but serve them. 


No harm comes to socialism, on the contrary, from the creation of small herds 
at brigade level and by supplying the villagers with vegetables, beans, 

and potatoes at village level, instead of from a single center. Society 

can only benefit from certain changes in the wages system and incentives 

in order to better harmonize the interests of the state with those of the 
individual and to stimulate creative and innovative work. The principle of 
democratic centralism is not trampled upon; on the contrary, when the state 
keeps the keys of the economy in its hand and grants more initiative to the 
agricultural cooperatives to make their own decisions concerning those 
matters that they are better qualified to decide how things shouid be done. 
In the same way, none of the basic principles of socialism are affected 

when changes are made in the purchase price of agricultural products in order 
to stimulate production and to better harmonize the interests of the state 
and those of the group, and so forth. But why did all these measures, which 
have been adopted recently by the party and by the government, have to 

be dictated only from above? 


One of the most fundamental things that characterizes and distinguishes 
science is creative thinking, the blazing of new trails, the illumination 

of the future. Science is by its own very nature materialistic, dialectical, 
and revolutionary. The most concrete example of this is provided by our 
very world outlook, by the Marxist-Leninist science itself, whose fundamental 
duty was seen by Marx as lying not in the explanation of the world, but in 
its transformation. This creative, transformative, and revolutionary 

spirit is the one that must run through our entire science and that must 
characterize all the people working in science. 
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PARTY ORGAN ON STRUGGLE AGAINST INDIFFERENCE 


AUL11714 Tirana ZERI I POPULLIT in Albanian 3 Apr 87 p 1 









[Editorial: "A Broader Concept of the Struggle Against Indifference" ] 





[Excerpt] Our party has waged a consistent and determined struggle against 
indifference, sluggishness, self-withdrawal, and passivity. It has always 
characterized these manifestations as a dangerous sickness for socialism. 
The results of this struggle are undoubtedly very considerable. 







It is a fact that the masses have strong political and ideological 
sentiments. There is a growing conviction that it is their duty not only to 
participate actively in productive activity, but also in the country's 
government and its socio-political life. The masses have acquired a sharp 
awareness that one must give to society before receiving from it. The sense 
of civic duty and responsibility of the people has been raised. 









But indifference has not been eradicated. As is known, there are cases of 
the weakening of vigilance, and even more dallying and apathy. A narrow 
concept of indifference exists among some cadres. They consider an 
indifferent attitude to be mainly a passive attitude toward unseemly 
behavior in the streets, at work, in the home, or at centers of recreation. 
It is obvious that indifference must be criticized in the case of citizens 
who remain silent when a child picks flowers, but must be opposed primarily 
as an anachronistic mentality which makes a person shut himself within his 
own shell, which removes him from the intensive activity of society, from 
the struggle and efforts to further promote attainments. 















Indifferent attitudes are anachronistic in all situations, but particularly 
so at moments of raised elation, fervor, and massive actions. The masses 
have made considerable progress. Actions follow actions. In the capital 
itself, the action to secure industrial water supplies from sources that 
are separate from potable water supplies, is nearing completion. Results 
that are worthy of praise are being attained in Vlore, to accelerate 

the employment of all the new manpower. The youth is sparing no efforts 

in railroad construction, in tending olive groves and in the livestock 
sector. Considerable results are attained in the production of new articles 
in Korce, Shkoder, and elsewhere. There is no room for apathy and 
indifference in this atmosphere of initiative and fervor at work. The 
sluggish and lazy are more out of tune than ever before. 


Indifference does not pean to remain silent when confronted with weaknesses 
and shortcomings. It is possible to speak out and adopt positions against 
such weaknesses and shortcomings, and still remain on indifferent positions, 
when one does not work, when one's words and deeds do not match. Meetings 
are being held as are discussions on the need to fulfill plans at the 
Bulgize and Bater chrome mines, but the deficits are not being reduced in 
practice. Indifference also means to adapt to a backward situation, to 
accept weak results, and to be reconciled with euphoria and empty 

promises. 


Our society maintains active positions toward difficulties and obstacles that 
may be encountered on our advance, as well as toward backward manifestations 
of the past. Every worker, communist, and citizen must find himself, 

must find his position as a militant in the struggle against all those 
factors and forces hindering progress. Only through passion and 

from a militant position can obstacles be overcome. 
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ALBANIA POLITICAL 


BRIEFS 


HAMETAJ, THOMAI VISIT POWER STATION--Tirana, 14 May (ATA)--The builders of 
the hydroenergetic complex of Banje, the greatest project of this five year 
plan in our country, attained one of the main targets of the first stage: 
the deviation in canal of Devoll river, which opens perspectives to the 
intensification of work in building this project. From the very beginning 
of the work about 270,000 cubic meters of excavations in rocky formations 
450,000 cubic meters of concrete, etc., were laid in the project likewise, 
a 350 m long canal was built for deviating the river with a discharge 
capacity of 1300 cubic meters in second. This collective overfulfilled the 
tasks of the four months in the volume of construction by 2.5 percent, 
labor productivity was realized by 100 percent and the task of lowering 
the cost by 100.5 percent, etc. On this occasion a rally was organized at 
the construction site of the project, which was attended by the minister of 
energetic, Lavdosh Hametaj; the minister of agriculture, Themie thomai; 

the chairman of the Committee of Science and Technique, Ajet Ylli; the first 
secretary of the Gramsh District Party Committee, proposed Meta, and 

other comrades. [Excerpt] [Tirana ATA in English 0730 GMT 14 May 87 AU] 
/12624 


ALIA, CARCANI SEND THANKS--Comrade Ramiz Alia, first secretary of the Albanian 
Party of Labor Central Committee and chairman of the People's Assembly 
Presidium of the People's Republic of Albania, and Comrade Adil Carcani, 
chairman of the Council of Ministers of the People's Republic of Albania, 
recently sent a message of thanks to Comrade Heng Sarin, general secretary 

v£ the KPRP Central Committee and chairman of the Council of State, and 
Comrade Hun Sen, chairman of the Council of Ministers of the PRK. The 
message reads: We thank you for the greetings you sent us on our reelection 
as chair. of the People's Assembly Presidium of the People's Republic of 


Albar ‘ as chairman of the Council of Ministers of the People's Republic 
of A . We take this opportunity to wish the Cambodian people more 
succ. -_. in their labor and efforts for economic development and for the 


salvatioa of freedom and national independence. [Text] [Phnom Penh Domestic 
Service in Cambodian 1300 GMT 11 May 87 BK] /12624 


FOREIGN MINISTER SENDS THANKS--Comrade Hong Korm, PRK minister of foreign 
affairs, recently received a message of thanks from Comrade Reis Malile, 
minister of foreign affairs of the People's Socialist Republic of Albania. 
The message noted: I would like to express my cordial thanks to you for your 
best wishes extended to me on my reappointment as the minister of foreign 
affairs of the People's Socialist Republic of Albania. [Text] [Phnom Penh 
Domestic Service in Cambodian 1300 GMT 13 May 87 BK] /12624 


ll 














ALIA, LEADERS ATTEND CONCERT--Tirama, 25 May (ATA)--May concerts given in the 
capital these days, organized by the Executive Committee of the Tirana 
District People's Council were another powerful manifestation of our muscial 
and choreographic art, of their great development over the years of the 

party. They claimed distinction for their high ideoartistic level, diversified 
topics with motives from life, work and history of our people. A concert with 
selected items was given at the Palace of Congresses last night. Attending 
were Comrade Ramiz Alia, first secretary of the Central Committee of the party 
and president of the Presidium of the People's Assembly as well as Comrade 
Adil Carcani, member cf the Political Bureau of the Central Committee of the 
party and chairman of the Council of Ministers, and Comrades Besnik Bekteshi, 
Foto Cami, Hajredin Celiku, Hekuran Isai, Lenka Cuko,, Manush Myftiu, Muho 
Asllani, Pali Miska, Prokop Murra, Simon Stefani, Kico Mustaqi, Llambi 
Gegprifti, Pirro Kondi, Qirjako Mihali, Vangjel Cerrava, members of the 
Central Committee of the party, the Presidium of the People's Assembly and 
government. Those present burst out into ardent applauses and acclamations 
when Comrade Ramiz Alia and the other party and state leaders entered the hall. 
Comrade Ramiz Alia warmly greeted those present. [Excerpt] [Tirana ATA in 
English 0730 GMT 25 May 87 AU] /12624 





KAPLLANI ATTENDS EMBASSY RECEPTION--Tirana, 9 May (ATA)--On occasion of the 
National Day of Czechoslovakia, the charge d'affaires a.i. of the Embassy 

of the Czechoslovak Socialist Republic to the People's Socialist Republic 

of Albania, Otto Jacek gave a reception at the Embassy seat on May 8. 
Attending were the vice minister of foreign affairs, Muhamet Kapllani, the 
vice-minister of foreign trade, Konstandin Hoxha and other guests. Present 
were also heads and officials of the diplomatic representations accredited 

to the People's Socialist Republic of Albania. [Text] [Tirana ATA in English 
1710 GMT 9 May 87 AU] /12624 


ALIA GREETS HUSAK--Tirana, 9 May (ATA)--The President of the Presidium of the 
People’s Assembly of the People's Socialist Republic of Albania, Comrade 
Ramiz Alia, sent the following message of greetings to the President of 

the Czechoslovak Socialist Republic Gustav Husak: "On occasion of the 
National Day of the Czechoslovak Socialist Republic, on behalf of the 
Presidium of the People’s Assembly and in my name, I extend to the 
Czechoslovak people the best greetings and wishes for \;appiness and 
prosperity". [Text] [Tirana ATA in English 1703 GMT 9 May 87 AU] /12624 


CSO: 2020/104 


12 











CZECHOSLOVAKIA POLITICAL 


JOSEF HAVLIN ADDRESSES CZECH DRAMA ARTISTS‘ CONGRESS 





AU221355 Bratislava PRAVDA in Slovak 5 May 87 p 2 


["From the Speech of Comrade Josef Havlin," CPCZ .°.tral Committee secretary, 
on the opening day of the Fourth Congress of Czec: ~a Artists on 4 May in 
Prague's Palace of Culture] 


[Excerpts] Josef Havlin began by pointing out how extraordinary our days are 
and how indivisibly they are linked to the recent friendly visit of Mikhail 
Gorbachev, CPSU Central Committee general secretary, to the CSSR. We are 
convinced, he said, that the visit and the talks will emphatically contribute 
to further friendship between the peoples of Czechoslovakia and the Soviet 
Union, to the development of cooperation in all spheres of social activities 
and to the development of the people's working activities, aimed at consistent- 
ly fulfilling the line of the 17th CPCZ Congress. 





He stated that the development of culture and arts is inseparably linked to 
the fulfillment of the strategic line of accelerating social and economic 
development of our country, with the intensification of social production and 
lasting growth of its efficiency, and with the constantly increasing efficacy 
and quality of all work and all social life. 


Under the conditions of restructuring the economic mechanism, the demand to 
greatly enhance the entire dynamics of the development of socialist culture 
and arts is increasingly coming to the fore, as is the demand for their most 
effective social implementation as an active and transforming force in the 
processes of socialist construction, as an irreplaceable tool for raising 
the new man. 


Our top pai‘ty agencies are striving to deal more resolutely and efficiently 
with the problems and shortcomings which make the work of artists’ unions 

and of artists themselves more difficult, and to improve conditions for 
developing artistic creativity and to promote its mediation [sprestredkovanie]. 
However, at the same time their responsibility for the impact of their works 

on society and for the dissemination of truly artistic values must be increased. 


This is connected with the need to eliminate incorrect methods from work with 
the creative intelligentsia wherever they appear, and to remove subjectivity 
and unqualified interference in the creative process, as well as eliminate 
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the enforcement of personal interests to the detriment of the collectives’ 
interests, or even the interests of the entire society. We must not justify 
inadmissible methods in working with the creative front, we must not tolerate 
them or consider them normal; nor must we regard them, in individual instances, 
as a manifestation of a principled approach to dealing with problems and 
phenomena which even the sphere of culture and the arts is not spared. On no 
account must we let the great care devoted by the party and the state to 
culture and the arts be discredited. 


Our theater, and television, film, and radio drama, should more emphatically 
draw their inspiration from the experience of Soviet art, which very con- 
sistently avoids shaping various pseudo-problems into works of art; but which 
uncovers what is truly substantial, courageously calling things by their right 
name and depicting our socialist reality in an artistically successful manner. 


Currently our theater stage, our television and film screen, and also our 
radio rather noticeably lack heroes who are pioneers of new thinking, bearers 
of scientific-technical progress, and propagators of the development of 
electronics, computer technology, informatics, and other progressive sectors 
of human work. 


In stressing the need to have drama works with contemporary themes, we do not 
mean to reject the art works which deal with the past, which draw on history 
for their topics. We appreciate the fact that truly artistic values have 
recently appeared, which have succeeded in speaking about present problems 
through the destinies of ancient times. 


The artists’ unions and the creators themselves should be exacting appraisers 
of works of art, and they should fight for all that is new and progressive; 
they should always stand at the party's side and resolutely oppose all that 
is antisocialist, antiparty, and damaging to the good name of our fatherland 
in the world. 


Accept sincere thanks for all that you have done to make Czech dramatic arts 
flourishing, together with the sincere wish that all your efforts should 

lastingly enrich our socialist culture and arts and contribute to the attain- 
ment of all the grand aims which we have set ourselves by building socialism. 


/8309 
CSO: 2400/293 
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HUNGARY POLITICAL 


PROPOSAL ON "COMMUNIST SATURDAYS': MAKE WORK VOLUNTARY 
Budapest NEPSZABADSAG in Hungarian 10 Apr 87 p 3 
[Article by Erzsebet Molnar: "Let Them Decide") 

[Text] The commmist Saturday is not like it used to be. 


A long time ago, during the "heroic era", when factories, bridges, houses and 
cities mushroomed incredibly fast from the ground, social work must have meant 
a lot to individuals too. It must have been the most natural thing to do in 
those days: let's go--of course we'll go--this country is ours, and we want 
those houses, factories, roads, developments and schools to mushroom from the 
ground, so that we have a place to work, a place to live, and kindergartens 
_ —— for our children too. Qur children deserve a better life than 
t we nave. 


I am personally unfamiliar with this kind of enthusiasm, but a few newsreels 
and documentaries of the peeves sufficed to convince me: that's the way it 
was. So much so was it that way, that right there, in those days, I too would 
have been overcome by the outpouring of exuberance. 


Are You Sure It's For That Purpose? 


But I live today, in 1987. I've seen a few plants on communist Saturdays and 
can thus say that the Saturday shift was perceived everywhere as some ‘must 
do" endeavour. 'Must"', because although not obligatory, absences would be 
Pe Attendance figures, happenings, how it went must be reported. 

phy werd the strongest motivational forces are unofficial external duress 

it, rather than individual zeal. And although it makes no difference 

regarding the end result, attendance was "100 percent". But considering the 
prevailing mood, and mainly the sense of this matter, it was far less than 100 
percent. 


At all the enterprises where I - in charge of writing employee newsletters, 
there always red to be a few people who, following commmist Saturdays 
picked up the phone and queried the editor of the paper (!). For what purpose 
will the Saturday shift's income be spent? There were some who continued with 
their questions. Why, for that purpose? And who benefits from it? 
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Are you sure it goes for the stated purpose? The latter question was 
difficult to answer, because even though the one who posed it could not have 
known, on occasion I did have a chance to see the backstage. In glancing at 
balance sheets and reports I found that the question was not fully 
unjustified. It did happen now and then that if the need arose, part of the 
income was used for other purposes. Well, as long as these questions are 
repeated year after year--and they are--we may be certain that something is 
wrong. We know that the commmist Saturday is far from the way it used to be. 


It is different, not only as compared to the above described heroic era. 

Since then there had been some smaller and larger heroic periods in our 
factories, and indeed kindergartens, nurseries and what have you have been 
built. They were built with a respectable amount of social work. But since 
then the threads got tangled up. Masses of people had left several large 
enterprises of renown, trusts dissolved, child care and recreational facili- 
ties changed hans, and so on and so forth. There should be no 
misunderstanding. Not even by accident would I dispute the economic rationale 
of today's occasional corrective decisions. I am only trying to put myself in 
the place of a person who lived through all this. If he is still there--if he 
hasn't left the factory yet. What does he think--he, who so enthusiastically 
worked for the kindergartens and the nurseries, in the interest of his own 
children and the children of the factory workers--what does he think when he 
sees that some of these institutions are no longer used for their intended 
purpose? Perhaps he still attends the commmist Saturday. But not 
enthusiastically. 





They Should Not Feel That It Is "Must Do” 


I have heard scores of people exclaim, people who felt that these things were 
not thought out well enough. Advance calculations shouldn't be that far 

of f£--how many children will there be, say, in oS we really need 
that many kindergartens, nurseries and social establishments? And then they 
continue in a resigned fashion. If something would have to be built through 
social work today, no one would volunteer--certainly they would not, because 
they see what d to the fruit of their labor. Apparently this too 
explains that alt h a large number of workers show up for commmist shifts, 
they are just barely there, and return to their homes as soon as possible. To 
describe this situation was unnecessary, of course. Everyone knows. Con- 
sidering my own experiences only, these are the days when it is advisable for 
reporters to start out early if they want to find someone at the workplace. 
One can't accomplish mich by ten or eleven o'clock, by then most people have 
dispersed, they are on their way home. 


Accordingly, the communist Saturday is no longer what it used to be. It is 
not pleasant to say such things of course, and it is even less pleasant to 
write a statement like this. But the mere fact of maintaining silence on this 
issue will not change the commmist Saturday to the way it used to be. To the 
contrary. (To avoid misunderstanding I must add that our subject does not 
pertain to Saturday shifts for which workers are paid their regular wages, 
such as make-up shifts for January shut-downs, or those organized for an 
economic purpose, like in the days of “work campaigns". The concept of 
communist Saturdays pertains strictly to shifts during which social work is to 
be performed, ) 
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Insofar as the designation of purpose is concerned, in most instances the 
ideas do not originate from workers. They appear to be automatic. In many 
factories two slogans seem like a perennial refrain: let's support the 
retirees, and let's provide apartments for the young. What happens if someone 
wants to see for whom he prepared the apartment? Was it someone who quit the 
factory as soon as he received the apartment, or was it someone else? What if 
someone finds it ridiculous, senseless and somewhat humiliating if the result 
of his "must work” is given away as a prize in a drawing, or is used for the 
production of a program for his entertainment? Let's suppose: what happens, 
if from the proceeds of his work he would want to by an ambulance for the 
rescue squad of the factory he is working for, to replace those old ones that 
shake the soul out of healthy people, let alone the sick, or those who barely 
hang on to life? Because this would make sense. There are many accidents in 
the factory, and he, as well as his fellow workers frequently have accidents. 
What if he wants to find out where the money goes, and once he found out, he 
wants to exercise control? 


Let me quote from what a Budapest worker from a large factory told me. His 
words reflect today's untenable situation more clearly than anything else. 


If Only They Could Be Involved 


"As usual, in this instance too we were informed of the purpose for which the 
aaah, Gan by the communist Saturday will be spent, only after the fact. 
Alt , frankly, I really can't tell ther the entire value of production, 
or only our surrendered wages are given to charity. Most certainly, it is a 
good idea to support the aged--we would help them too, but not in this vast 
abstract fashion, one that rs blurred to us. Generally speaking, we 
would help retirees as such, but if indeed they distribute the whole amount, 
how much does each retiree receive? Five hundred forints? A thousand 
forints? How long does that last? I would like to help the old lady next 
door, I would like to help the colleagues who retired from this factory, I 
would like to help those whom I know well, or at least whom I heard of. 
Rendering help of this nature would make us feel good, and especially if we 
could see that those we helped received a substantial amount indeed. The way 
it goes however, one has absolutely no such feeling, one cannot say that well, 
it was worthwhile. The movrey disintegrates: a little bit of money for 
retirees, something for apartments, a little for programs, and who knows for 
what other purpos:. And we cannot trace the money, we cannot see where the 
income goes, we cannot see the person who is being he » we cannot see how 
the money was used. I wouldn't say that the money is being misspent, 
nevertheless the idea crosses one's mind that money earned easily is spent 
easily ... Simply put: sometimes we feel--and I repeat, we don't know because 
we cannot know, we just feel--that on occasion the enterprise spends the money 
for its own purposes, that we are working to increase enterprise earnings. We 
have no say in this matter, if we had a say, these ideas would not occur to 
us. If only we could be involved!" 


Actually, the trouble is not with the purpose, it is with the method by which 
the purposes are designated. In places where political work is weak, people 
do not feel these purposes as their own, and probably there are some severe 
problems with local democratic public life also. It is obvious that all of 
this sb. .d be of concern to the local Party and to social organizations. But 
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this concern should not be dealt with by using the old approach--an approach 
that has been alienated from the workers and is devoid of common merits 
attached to democratic elements. After all, even the ideas should be coming 
from the grass roots, that's where it all should begin if thy really want to 
bring closer the goals to the people. Things will not work without such an 
approach. In cases like this, decisions should not be reached way above the 
workers’ heads--decisions as to what, when and for what purpose they should do 
certain things--degrading the workers’ role into a ho-hum execution of tasks. 


What could we do? To resolve this issue does not require great talent. 
Instead of demanding the workers’ enthusiasm of heroic eras of the past, thus 
forcing them into an old rut to which they have been overly accustomed to, it 
is the commmist shift that should be adjusted to conform with today's, in 
many respects changed world. God forgive! We should ask those most directly 
affected, whether they want to work on a free Saturday, and if they do, for 
what purpose. Let them decide! 


12995 
CSO: 2500/318 
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HUNGARY POLITICAL 


ECONOMIC 'ADAPTABILITY' URGED 
Budapest HETI VILAGGAZDASAG in Hungarian 28 Mar 87 pp 4-5 
[Article by Andras Inotai: "Debate on Adaptability: Coerced Quitting"] 


[Text] During the past several month< there has been an increasing interest 
in studies and in the results of sci tific examinations which remind us of 
the Hungarian economy's lag behind th global economy. Following a few years 
of endeavours, which on the surface nuy be viewed as successful endeavours, 
the number of signs that suggest that the Hungarian economy is exhausted are 
on the increase. Parallel with this recognition our interest in economic 
"prescriptions for success" beyond our borders are intensifying. But what 
kind of foreign economic model should we adopt in order to improve our affairs 
in Hungary? Or could it be that our situation is so firmly set that it is not 
worth look'ng abroad, and all we can do is implement strategic changes that 
became necessary by virtue of our economic policies? The author intends this 
article to spark debate, and invites comments. He concludes by making a case 
for the need for action, while recognizing that viewpoints are not unanimous 
regarding several issues. 


What should we do in our present difficult economic situation? Those who 
expect a miracle from following some foreign model claim that changes in the 
global economy did not affect every country unfavorably. Several countries 
less developed than Hungary, which carry little weight in the global economy 
and have modest domestic resources, were able to strengthen their internation- 
al position, to accelerate their economic growth, and to achieve spectacular 
heights in technological development. In the footsteps of Japan's earlier 
rise, the south-east Asian region was able to advance in spite of significant 
debts. Instead of adopting a passive mode of crisis management by aiming at 
debt reductions, they established the opportunity for evolution by increasing 
their competitive capacity. Their economic policies are strictly export-, and 
consequently efficiency-oriented. Their infrastructure, including their 
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financial and intellectual infrastructure has been greatly expanded. All this 
contritites to their competitive capacity. They succeeded in staying on a 
growth course, in a manner that they can take part in the integration of 
production, transportation, research and development that is evolving on a 
global scale. 


The countries of West Europe, and primarily of Southern Gurope provide a 
different lesson. Their belated adaptation to global conditions, an adapt- 
ation that gained speed in recent years, evolved along with a number of 
socio-economic tensions. But these societies proved that they can coexist 
with these centers of tension. 


Representatives of a different school of thought emphasize the fatalistic 
nature of Hungarian history. According to them, anything that happens in the 
global economy is unfavorable to Hhmgary, be that in the form of lower or 
higher oil prices, or in the context of dynamically expanding or shrinking 
world trade. We are poor in virtually every respect, our resources are 
insufficient to bring about great changes. World markets continually 
depreciate the work of Hungarians, umexpected and unforeseen developments 
nullify our perceptions. And last but not least, the preservation of 
socialist achievements and values precludes the use of adantation mechanisz3 
that proved to be successful elsewhere. 


And then there are others who are incapable of surrendering their illusions 
nurtured th several decades. They trust that things will get better by 
themselves. ings will get better either because we are at the end of the 
tunnel (but which end?), or because we have infallible programs for dynamizing 
and breaking through. They argue by saying that the global economy is 
experiencing a severe crisis--national economies admired not too long ago are 
on the verge of collapse. Compared to these, Hungary is an island of 
stability, and compared to the condition of the immediate Buropean socialist 
environment, we have nothing to be ashamed of. 


Whose view should we accept? There can hardly be a question about the fact 
that in the age of a technological revolution, at today's level of global 
economic integration, the guiding light for the open Hungarian external 
economy (or the economy that should be opened) must be the changed fabric of 
the global economy. Economies blessed with far fewer natural resources than 
Hungary were able to negotiate the not-too-low barriers, just as some other 
economies did, when they entered world trade in a more aggressive manner than 
om Their exports were not thrown back necessarily by the reduction in 

experi between 1980 and 1985. Hungarian losses related to 
jit rate deteriorations are indeed extraordinarily great. But other 
countries with similar production and export structures would not be better 
off either. Not to mention the fact that during the two decades preceding the 
1973 oil explosion, our gains from the then prevailing exchange rate situation 
was twice as large than the losses we experienced between 19735 and 1983. Who 
has ever asked how we utilized those gains? How can one explain that while 
world trade has been vigorous since 1984, Hungarian exports not only fail to 
achieve the average but are decisively on the decline? And to what factor can 
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it be attri_uted that while world markets in the fields of electronics, 
instrumentation, electrical machinery, telecommmications products and 
services have persistenily expanded during the eighties, and while this 
expansion provides a multi-billion dollar export opport-mity for several 
countries that are hardly more developed than Hungary, Humgary has not even 
reached the threshold? 


It is umlikely that the outrigut adoption of any foreign model, without 
change, would help our situation. Economies capable of mre successful 
adaptation constitute a one-of-a-kind comparative base, a yardstick, on the 
basis of which value judgrents can be made, and strategic economic goals can 
be defined. But the question of how to keep in step with the methods and 
tools of international development must be discovered by each country's 
society on its own, through its ow “sweat”. I wish to emphasize that as a 
matter of strategic goal, keeping in step with the developed world, or, at the 
minimum, forestailing our becoming peripheral, of being squeezed out, are not 
issues related to the selection of models. These are the only rational 
alternatives for development, both from a national and from a socialist 


viewpoint. 


By now it is clear that in places where the technological-structural revolut- 
ion took hold, the change was accompanied by pronounced changes in valuc 
systems. It increased the adaptability of the respective economies, increased 
creativity as well as preparedness to take risks--this being inseparable from 
creativity. Individual initiative is being appreciated more than before, and 
also the corresponding transmitting agent: the chain of grass roots social 
development. Differentiation, the distribution of the income produced 
according to work performed, and according to accomplishments recognized as 
such by the marketplace, has increased. The selective mechanism of the 
economy increasingly vails. Along with a rapidly increasing mmber of new 
enterprises, the r of bankrupt, closed down or forcibly restructured 
firms has also increased. Contributions to technology, but even more so, the 
social, educational and human ripple effects of a technical culture that is 
based on electronics, made indispensable the openness of national economies, 
as well as of societies that embody these economies. 


During the past several decades the traditional elements of economic stability 
were characteristic primarily of Buropean socialist nations. These elements 
include: production structures, prices, work places, enterprises and market 
formations. On a global scale, however, these elements enjoy reduced signi- 
ficance, and this loss of value had a special impact on the group of countries 
that adhered to traditional economic perceptions. The key question then is: 
how could these nations, among them Hungary, adapt to the global economic 
situation, one that establishes new requirements, and demands flexible 
reactions? The starting point should be the basic situation which appears to 
be undebatable: 


-- present Hungarian society (and for that matter, its broader, Fast Buropean 
environment) is unable to handle and tolerate the consequences of falling 
behind and of becoming marginal; 
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-- catching up requires a basic overture, not only in international trade, but 
in all areas that favorably influence the nation's international competitive 
posture, starting from the dissolution of monopolistic situations, through the 
reevaluation of the state's role, all the way to achieving openness in our 
society as a whole; 


-- an appropriate strategy for catching up can succeed only if we can manage 
to transform within a relatively short period of time those willingly or 
unwillingly, nevertheless repeatedly, reproduced competitive disadvantages 
which may be characterized most concisely by the false, distorted, and 
ultimately pseudo-humanistic system of values. At the same time we must make 
the value system of international competition prevail. 


All this suggests a number of conclusions which by far exceed the sphere of 
economics. In my judgment, a change in economic strategy cannot take place 
without a redefinition of the traditional perception of economic security, and 
of the related system of actions! 


The global economy no longer attributes great value to the security of 
supplies and production. As a fundamental economic goal, the secure supply of 
raw materials and of energy resources--while these are becoming increasingly 
expensive--hinders production for exports and the evolution of an increasingly 
competitive posture because of the inappropriate distribution of resources. 
It continues to perpetuate surviving, outdated energy-demanding structures. 
Security in production--which manifests itself in state investment subsidies 
and in ever-increasing state support, as well as in massive market protection 
and in the maintenance of uncompetitive enterprises--draws increasingly larger 
disadvantages. In the final analysis it counters the purposes of economic 
security. Economic security can be the hoped-for result of an export-oriented 
developmental policy, since it is that kind of policy that produces an 
exportable merchandise base, one that produces sufficient value to offset the 
value of imported products. 


The decisive criteria for international competitiveness are improved quality 
and reduced costs, rather than increased quantities. Since the Hungarian 
economic structure has changed little during the past years, supplemental 
investment needs, capital, energy, raw material and mainly imported product 
needs that would emerge in the event of an increased rate of growth, would 
hardly improve the efficiency and export capacity of the economy. An 
increased growth rate would encourage the survival of the old structure, while 
problems in foreign trade would become more acute. In an export-oriented 
economic structure these needs would occur in the form of different 
quantities, of higher sales prices and of more efficient energy consumption. 


The success of the structural change may be based on actual changes in 
investment policies and in foreign trade, changes that are strongly directed 
and encouraged by the state. Among investments, the processing industry, and 
infrastructural changes aimed at the general improvement of the competitive 
posture should enjoy top priority. So far as foreign trade is concerned, a 
reduction in--or possibly the abolition of--import duties, as imports relate 
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to exports, should be considered as important, and so should credit at 
preferred terms to stimulate exports, the exporter's authority to retain a 
given part of the foreign exchange that has been materialized, and the 
destruction of barriers that stand in the way of importing modern technology. 


The state should preferably avoid direct interference with the activities of 
enterprises by defining specific requirements, or by salvaging troubled 
enterprises without defining specific requirements. A hoped-for stability 
within enterprises materializes as a source of increasing instability and 
inability to compete at the people's economy level. Foreign experiences 
indicate that the state's role is increasing in the aggressive areas of 
economic policy. Rather than keeping busy with the redistribution of income, 
States concentrate on increasing income production, on providing assistance in 
the adaptation process, on education, specialized training, on the development 
of the infra-structure and on foreign trade diplomacy, all of which are very 
important from the viewpoint of international competition. 


The common characteristic of all countries that have reached low to medium 
levels of development is that their endeavour to break out was built on a 
solid social and ethical value system. This system incorporates the recog- 
nition of the need for efficacy, the forestalling of the evolution of a 
counter-selection mechanism, the conscious development of traditional ties 
(e.g. family, workplace collectives), the strengthening of a national 
identity, and the firm rejection of views like "we won't get into trouble if 
we do nothing." 


A general conclusion may be reached: adaptation to the new conditions through 
traditional means, through the utilization of traditional resources cannot be 
achieved, or if it can, adaptation will result in an increasing lag. Struc- 
tural devaluation and the sliding to the periphery of the global economy 
produces a deterioration in the standard of living in the short run. In the 
long term it can produce historic disadvantages, which should be all too 
obvious to East Europe, which has been sitting on the century-old see-saw of 
catching up and falling behind. 


A countless number of exciting issues that have not been resolved in a 
satisfactory manner emerge in Hungary these days. Is there a chance for the 
evolution of the new value-producing processes? Is there time left for 
continuing the step-by-step practice, which, in many respects. is 
unquestionably rational, or do we have to accept the simultaneous introduction 
of all steps that promise to bring about economic renewal? Even if one cannot 
control the process and cannot prepare himself in detail for the 
consequences? What sacrifices does "keeping in step" require, and what is 
society's level of tolerance? How can the level of tolerance be 
strengthened? How can the national elements of the value system be mixed for 
a beneficial purpose with the international components? 


The answers to these questions can hardly be postponed much longer. 


12995 
CSO: 2500/310 
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CEAUSESCU'S NATIONAL DAY MESSAGE TO CSSR COUNTERPARTS 
AU131542 Bucharest CINETEIA in Romanian 9 May 87 p 5 


[Message sent by Nicolae Ceausescu, RCP secretary general and Romanian 
president and by Constantin Dascalescu, prime minister of the Romanian 
Government to Gustav Husak, CSSR presdient and Lubomir Strougal, CSSR premier, 
on the 42d anniversary of CSSR national day] 


[Text] To Comrade Gustav Husak, CPCZ general secretary and CSSR president 
and to Comrade Lubomir Strougal, CSSR premier, Prague 


Esteemed Comrades, 


On behalf of the RCP, the Government of the SR of Romania, the Romanian 
people, and on our own behalf, we convey cordial congratulations and warm, 
comradely greetings to you, to the CPCZ, and to the friendly Czechoslovak 
people on the occasion of the 42d anniversary of the liberation of 
Czechoslovakia from the fascist oppression. 


The liberation of Czechoslovakia -- to which the Romanian Army also made an 
important contribution -- is an important historical event for the 

Czechoslovak people, an event which opened the road toward great changes 

in the life of your people. During the period since the liberation, the working 
people in your country, under the CPCZ leadership, registered outstanding 
results in all the fields of socialist construction, achievements which the 
Romanian people follow with sentiments of great appreciation. 


We highly value the solid relations of friendship and cooperation betweer 

the RCP and the CPCZ and between the SR of Romania and the Czechoslovak 
Socialist Republic and we express our belief that, acting together in the 
spirit of the decisions and agreements reached at the highest level and in 
accordance with the treaty of friendship, cooperation, and mutual assistance, 
the Romanian-Czechoslovak cooperation will increase continuously, for the 
well-being of our peoples and in the interest of the general cause of 
socialism, peace, progress, and cooperation throughout the world. 


On the anniversary of the national day of the friendly Czechoslovakia, we 
convey to you, esteemed comrades, to the Communists, and to all the 








Czechoslovak people our wishes for newer and more important successes 

in your activity devoted to the implementation of the 17th CPCZ Congress 
decisions and to the flourishing and prosperity of the Czechoslovak 
Socialist Republic. 


Nicolae Ceausescu, RCP secretary general and president of the SR of Romania. 


Constantin Dascalescu, prime minister of the Government of the SR of Romania. 


/12624 
CSO: 2020/102 
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ROMANIA POLITICAL 


CSSR EMBASSY PRESS CONFERENCE MARKS NATIONAL DAY 
AU041801 Bucharest ACERPRES in English 1726 GMT 4 May 87 


[Text] Bucharest, AGERPRES, 4 May, 1987--A press conference was held at 
the Czechoslovak Embassy in Bucharest, in marking the National Day of the 
Czechoslovak Socialist Republic -- the 42nd anniversary of Czechoslovakia's 
liberation from fascist occupation. 


Ambassador Jan Papp spoke about the historical significance of the 
celebrated event, emphasizing the Czechoslovak people's struggle against 
the fascism, the decisive contribution of the Soviet and Romanian soldiers 
to Czechoslovakia's liberation. 


The speaker emphasized extensively the successes scored under the leadership 
of the CP of Czechoslovakia on the path to socialist construction, the 
changes wrought in the country's socio-economic life, the efforts made by the 
working people for the attainment of the important targets set by the 

17th Congress of the Communist Party of Czechoslovakia, for speeding up 

the country's economic development, for continuously raising the people's 
living standard. 


The ambassador also highlighted the Czecholovak people's wish for peace, 
its struggle, along with all peace-loving forces in the world, for halting 
the arms race and for disarmament, for the establishment of a climate of 
understanding among states. 


Evoking the good relations of traditional friendship established between the 
RCP and CPC [Czechoslovak Communist Party], between the two countries and 
peoples, the speaker highlighted the decisive role played in boosting these 
relations by the friendly meetings and talks between Nicolae Ceausescu, 
general secretary of the RCP, president of Romania, and Gustav Husak, 
general secretary of the CC of the CPC, president oi the Czechoslovak 
Socialist Republic. 


On the same occasion a news conference was held at that country's general 
consulate in Constanta. 
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ROMANIA POLITICAL 


DOBRESCU RECEIVES SRV TV CHIEF PHAM THE DUYET 
AU141853 Bucharest ACERPRES in English 1727 CMT 14 May 87 


[Text] Bucharest AGERPRES 14 May 1987--Miu Dobrescu, alternate member of 
the Executive Political Committee of the CC of the RCP, chairman of 

the Central Council of the General Trade Union Confederation [GURTU] 

of Romania, received Pham The Duyet, secretary of the CC of the Communist 
Party of Vietnam, president of Vietnam Federation of Trade Unions, in 
Romania to attend the meeting of secretaries for organizational questions 
of the Central Committees of communist and worker parties of socialist 
countries. 


Opinions and information were exchanged on the achievements of the working 
people in Romaria and Vietnam in the economic and social development of their 
countries and on trade unions’ tasks and activity. 


Both sides expressed satisfaction for the good relations existing between 

the GURTU and the Vietnam Federation of Trade Unions, as well as their 
determination to further develop them in the spirit of the ties of friendship 
established between the two parties, countries and peoples, of the top-level 
talks and understandings. 


It was stressed that under the current particularly serious and complex 
international circumstances the major tasks of all trade union organizations 
should be the strengthening of the unity of action of the international 
trade-union movement and of all working people in the fight for 

disarmament, nuclear dis 7rmament in the first place, for the guaranteeing 
of peoples’ foremost right to peace, life, to independence and freedom. 
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ROMANIA POLITICAL 


CEAUSESCU RECEIVES GABONESE ENVOY'S CREDENTIALS 
AUO81745 Bucharest ACERPRES in English 1734 GMT 8 May 87 


[Text] Bucharest AGERPRES, 8 May 1987--Friday, May 8, President Nicolae 
Ceausescu of Romania received Raphael Nkassa-N'zogho, who presented his 
credentials as ambassador of the Gabonese Republic to Romania. 


Handing over the credentials, the Gabonese ambassador conveyed President 
Nicolae Ceausescu friendly greetings and wishes of progress and prosperity 
to the Romanian people from the president of the Gabonese Democratic Party, 
El-Hadj Omar Bongo. 


In Gabonese ambassador's address stress is laid on the growing course of 

the relations between Romania and Gabon which have grown stronger after mutual 
summit visits. Emphasis is also placed on the fine collaboration between 

the two countries internationally, in the struggle for peace, understanding 
and cooperation among all world nations. 


Receiving the credentials, Presdient Nicolae Ceausescu addressed best 
wishes of good health and personal happiness to the Gabonese head of state, 
of peace, progress and prosperity to the friendly Gabonese people. 


Stress is laid in the Romanian president's address on the fine links of 
friendship and collaboration that were established and developed between 
Romania and Gabon, between the two parties and peoples, in the spirit 

of the talke and agreements reached during summits in Bucharest and Libreville. 
Possibilities are shown to exist for a more powerful development of 

bilateral relations, in trade exchanges and economic cooperation in particular, 
in the interests of both peoples, of the cause of peace and understanding 

the ward over. It is stressed in the address that in the current conditions 
it is more necessary than ever before for all countries to collaborate ever 
more closely to halt the arms race and pass on to concrete disarmament 
measures, nuclear first and foremost, to safeguard all people's peace and 
tranquility, to remove the danger of a new world war that would inevitably 
turn into a nuclear disaster. Romania's policy of wide collaboration with all 
world states advocated and advocates the solidarity with the African peoples’ 
struggle for economic and social progress, for their free and self-reliant 
development, supports the Namibian people's struggle, led by SWAPO [South-West 
African People's Organization], for Namibia's independence, condemns in 

all firmness the racist, apartheid and racial discrimination policies and the 
aggressive acts of South Africa's minority government against the independent 
African states. 
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ROMANIA POLITICAL 


CEAUSESCU MEETS ARGES COUNTY RCP BUREAU MEMBERS 
AU142023 Bucharest ACERPRES in English 1920 GMT 14 May 87 


[Text] Bucharest AGERPRES, 14 May 1987--At the end of his first-day working 
visit to enterprises in Arges county, the general secretary of the Romanian 
Communist Party, president of Romania, Nicolae Ceausescu, and Mme Elena 
Ceausescu met on Thursday evening with members of the bureau of the Arges 
County RCP Committee. 


During the interview, the analysis started in the afternoon in industrial 

and farming units continued, with the specific aspects of the economic 
activity examined on the spot, the achievements scorned by the Arges working 
people and their plan tasks this year and in the 1986-1990 interval as a basis. 


President Nicolae Ceausescu, referring to the results scored this year by 

the Arges industry and agriculture, called attention to the fact that they were 
not up to the possibilities, to the modern technological equipment available 
to the county's economy. The party general secretary demanded the county 
party organization to take firm measures so as to make up for the arrears 

and integrally fulfill the 1987 and the five-year plan. Assessing that the 
Arges County had every condition to achieve superior plant and animal outputs, 
Nicolae Ceausescu requested that higher sense of responsibility be shown 

in all fields of activity, plan discipline be strictly observed, all 
resources at the county's disposal be highly efficiently used and work be 
raised on to higher levels of quality and efficiency. 


The party general secretary insisted on the obligativity to strictly observe 
legal provisions regarding the establishment of the boundaries of towns 

and rural localities, their planning so as to reduce built-up areas and the 
land be used to the full. 


Nicolae Ceausescu also referred to the need to improve the style and methods 
of work of the country party committee and bureau, with emphasis on the major 
role of party bodies and organizations in organizing and running activities, 
in solving all the problems related to the fulfilment of plant tasks, the 
targets of the current five-year plan and the Thirteenth Congress resolutions. 


The RCP general secretary expressed his conviction that the county party 
organization had the necessary power to raise the Arges County's work on to a 
higher qualitative level, as it held a great share in the country’s economy. 


Nicolae Ceausescu showed that much has been earmarked for the economic progress 
of the county, which is today among the first four counties. These efforts, he 
pointed out, require each working man, each communist, the collectivities and 

party organizations to score achievements on a par with the conditions created. 
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ROMANIA POLITICAL 


CEAUSESCU RECZIVES MAURITANIA'S FISHING MINISTER--Bucharest ACERPRES 

29 Apr 1987--In the afternoon of April 29 Romania's President Nicolae 
Ceausescu received the minister of fisheries and marine economy for 
Mauritania, Sidi Ould Sheykh Abdallahi, now on a visit to Romania. During 
the interview reference was made to the friendly and cooperative ties 
developing between Romania and Mauritania with emphasis on the deciding 
contribution of summit dialogue to further expanding and diversifying then. 
The possibilities were underscored to boost Romanian-Mauritanian links 

in the economy, technology, science and other spheres. Questions were 
approached more particularly with regard to Romanian-Mauritanian collaboration 
in fishing. The interview occasioned an exchange of messages between 
President Nicolae Ceausescu and the Mauritanian head of state, Col. Maawiya 
Ould Sid‘ ahmed Taya. [Text] [Bucharest ACERPRES in English 1853 GMT 29 Apr 
87 AU] /12624 


RCP"S CONSTANTIN MEETS GREEK FLORAKIS--Athens, AGERPRES, 17, May 1987--An 
exchange of messages between Nicolae Ceausescu and Kharilaos Florakis was 
occasioned by the call paid on the general secretary of the CC of the Communist 
Party of Greece, by Nicolae Constantin, member of the Executive Political 
Committee of the CC of the RCP, chairman of the Central Party Collegium, 

RCP representative to the i2th Congress of the CP of Creece. During the talk 
of the occasion, they emphasized with satisfaction the good relations of 
friendship and collaboration between the two parties and countries and 
expressed the mutual wish to further develop them. [Text] [Bucharest 

AGERPRES in English 1620 GMT 17 May 87 AU] /12624 


SYRIAN PRESIDENT THANKS CEAUSESCU--To Mr Nicolae Ceausescu, president of the 
Socialist Republic of Romania: On behalf of the Syrian Arab people and 

on my own behalf, I want to express most sincere thanks for your kind 

wishes on our national day. In turn, I am convinced that the relations of 
friendship and cooperation between our countries will continue to develop and 
strengthen to the benefit of the two peoples and in the interest of 

peace, justice, and international security. Please accept best wishes for 
good health and personal happiness, and wishes for prosperity to the friendly 
Romanian people. Hafiz al-Asad. [Text] [Bucharest SCINTEIA in Romanian 

15 May 87 p 5 AU] /12624 











AL-ASAD THANKS CEAUSESCU FOR MESSACE--To Comrade Nicolae Ceausescu, RCP 
secretary general. Dear Comrade: I want to express sincere thanks on 

behalf of the leadership of the Syrian Arab Socialist Ba’th Party and on 

my own behalf, for your congratulations on the 40th anniversary of the 
foundation of the Arab Socialist Ba’th Party. I want to take this 
opportunity to express my wish for continued relations of cooperation between 
our parties and countries and to corvey best wishes to you, Dear Comrade, 

to the RCP Central Committee, and to the friendly Romanian people. Hafiz 
al-Asad. [Text] [Bucharest SCINTEIA in Romanian 15 May 87 p 5 AU] /12624 


ILIE CISU APPOINTED AMBASSADOR--By presidential decree, Comrade ilie Cisu 
was appointed ambassador extraordinary and plenipotentiary of the SR of 
Romania to the Islamic Republic of Iran, to replace Comrade Nicolae Stefan, 
who was recalled home. [Text] [Bucharest SCINTEIA in Romanian 8 May 87 p 5 
AU] /12624 


OFFICIALS GREET CSSR COUNTERPARTS--Comrades Nicolae Giosan, chairman of 
the Grand National Assembly, Ioan Totu, minister of foreign affairs, 

and Colonel-General Vasile Milea, minister of national defense, sent congratu- 
latory cables to their counterparts in the Czechoslovak Socialist Republic 
on the occasion of the 42d anniversary of Czechoslovakia's liberation 

from fascist domination. Likewise, congratulatory cables were sent by the 
National Council of the Socialist Democracy and Unity Front, by the 
Central Council of the General Union of the Romanian Trade Unions, the 
Central Committee of the Union of Communist Youth, and by other central 
institutions and mass and civic organizations to similar organizations 

in the Czechoslovak Socialist Republic. [Text] [Bucharest SCINTEIA in 
Romanian 9 May 87 p 5 AU] /12624 


CEAUSESCU CONDOLENCES TO JARUZELSKI--To Comrade Wojciech Jaruzelski, 
first secretary of the PZPR Central Committee and president of the 

State Council of the Polish People’s Republic, Warsaw: In Connection 
with the serious plane accident causing the loss of numerous human lives, 
on behalf of the RCP Central Committee, the State council, government, 
and on my own behalf, I want to extend sincere condolences to the PZPR 
Central Committee, the State Council of the Polish People’s Republic, and 
to you personally, as well as our profound compassion to the bereaved families. 
Nicolae Ceausescu, RCP secretary - neral and president of the Socialist 
Republic of Romania. [Text] [Bucha rst SCINTEIA in Romanian 12 May 87 p 5 
AU] /12624 


KIM IL-SONG THANKS CEAUSESCU--To Comrade Nicolae Ceausescu, RCP secretary 
general and president of the SR of Romania: I express vivid thanks for 

the warm greetings and wishes you so kindly conveyed to me, on behalf of the 
RCP Central Committee, the Government of the SR of Romania, the Romsaian 
people, and on your own behalf, on my 75th birthday; I also express thanks 
for the expression of high appreciation for and support with the cause of 
our party and people. I believe that our close ties of friendship and the 
excellent relations of friendship and cooperation between our parties, 
countries, and peoples will continue to strengthen and develop in the future 
and I convey to you sincere wishes for ever greater successes in your activity 
devoted to peace and to the triumph of the cause of socialism. Kim-I1-song, 
general secrotary of the Workers Party of Korea Central Committee and DPRK 
president. [Text] [Bucharest SCINTEIA in Romanian 20 May 87 p 5 AU] /12624 
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CEAUSESCU GREETS GREEK CP LEADER--To Comrade Kharilaos Florakis, general 
secretary of the Communist Party of Creece Central Committee: On the 
occasion of your reelection to the office of generazl secretary of the 
Communist Party of Greece Central Committee, I convey to you warm greetings 
and best wishes for success in fulfilling the great responsibility entrusted 
to you by the party. I express my belief that the relations of friendship, 
cooperation, and solidarity between our parties **ill continue to develop 

for the benefit of the Bomanian and the Hellenic people and in the interest 
of the cause of peace and socialism and of unity and cooperation among al! 
anti-imperialist, progressive, and democratic forces. Nicolae Ceausescu, RCP 
secretary general. [Text] [Bucharest SCINTEIA in Romanian 19 May 87 p 3 AU} 
/12624 


ECONOMIC CONTRACT SICGNED--Bucharest, ACERPRES, 21 May 1987--A long-term 
contract between Romanian and Yugoslav foreign trade enterprises on 

metal products was signed in Bucharest. On the occasion, Boro Denkov, 
ambassador of the SFR of Yugoslavia in Bucharest, gave a cocktail party 

on May 21. Executives of the Ministry of the Metal Industry, of the Ministry 
of Foreign Trade and International Economic Cooperation, other officials 
attended. [Text] [Bucharest ACERPRES in English 1655 GMT 21 May 87 AU] /12624 


CEAUSESCU VISITS ECONOMIC UNITS--Bucharest, ACERPRES, 14 May 1987--RCP 

General Secretary, Romania's President Nicolae Ceausescu and Mme Elena 
Ceausescu started a working visit to industrial and framing units in Arges 
County on May 14. The dialogue with working people, managerial staff and 
experts of the visited units, with representatives of the local party and 
state bodies focuses on an anaiysis of the achievements scored in socioeconomic 
development, in the growth and modernization of industrial production as 

well as on the ways and means of attaining the targets of the new agrarian 
revolution in that part of the country. This afternoon President Nicolae 
Ceausescu visited the Leordeni state farming enterprise, a representative 

unit of the Arges County agriculture, and the petrochemical combine of Pitesti, 
one of the largest units of the Romanian relevant industry. At the end of 

his first-day working visit, the party general secretary met with members 

of the bureau of the Arges County RCP committee. [Text] [Bucharest ACERPES 

in English 1916 GMT 14 May AU] /12624 


CEAUSESCU CONCLUDES VISIT--Bucharest, ACERPRES, 15 May 1987--RCP General 
Secretary and Romania's Presdient Nicolae Ceausescu concluded the working visit 
he paid together with Mme Elena Ceausescu to Arges County on May 14 and 15. 
This morning the RCP and Romanian state leader met with working collectives 

of representative units of the county's industry: the “Aro” four-whee'~<drive 
car manufacturing enterprise of Cimpulung Muscel, the products of which are 
exported to almost one hundred countries on all meridians, and the autow bile 
manufacturing enterprise of Pitesti, another standard unit of the Romanian 
machine tuilding industry. Aspects were examined of the fulfillment in the 
best conditions of the plan tasks set for this year and for the entire 1986- 
1990 five-year interval, more particularly with physical production and 

the production meant for export, the permanent improvement of the performances 
and competitiveness of the Romanian terrain and town cars, of the entire 
activity. Questions related to the working and living conditions of the workers 
in the visited units were also approached. At the end of the visit Pres ident 
Nicolae Ceausescu attended a big civic rally in Pitesti Municipality during 


which he made a speech. [Text] [Bucharest ACERPRES in English 1536 GMT 15 May 
87 QU] /12624 


CSO: 2020/102 32 ™~ 








NEW CREDIT BANK'S INDEPENDENCE, PROSPECTS DISOUSSED 


Budapest FIGYELO in Hungarian 16 Apr 87 pp 1, 23 


[Interview with Sandor Demjan, president of the Hungarian Credit Bank, Inc. by 
correspondent Katalin T. Forgacs: "Fruit-Bearing Trees Must Be Cared For"'] 


[Text] Ever since its establishment, the Hungarian Credit Bank, Inc. [MB] 
has been unique in the sense that the state does not have a majority vote 
regarding the bank's affairs. Pursuant to commercial law, a stockholder of a 
corporation may exercise voting privileges up to a maximum of 2000 shares. In 
MHB's case the enterprises over-subscribed the bank's stock. Accordingly, 
even though the state holds a 6.9 billion share of the bank's 9 billion 
capital, the state does not have a majority vote. In the MBH, the state is 
represented by the Ministry of Finance. We asked MB president Sandor Demjan 
whether there were instances in the bank's short existence when this 
restrictive provision was utilized. 


[Answer] There were. Most recently we were able to argue in the VAEV 
[Veszprem State Construction Company] case that the bank's rter authorizes 
us to pursue two activities: first, to allocate our money in potentially 
dynamic growth areas so as to produce profits, and second, to pay dividends to 
stockholders. As an aside I must mention this: in the face of various 
attempts of outside interference, our bank has enjoyed the consistent support 
of the Central Committee and of the Ministry of Finance. Accordingly our 
perception by which we are — in the interest of stockholders--the spirit 
of responsibility we hold for security of stockholders' investments--has 
prevailed when we withdrew funds from enterprises similar to VAEV. No one can 
expect a banking corporation that has 340 stockholders to use the 
stockholders' money for the support of enterprises that are not viable. This 
too shows the effectiveness of the corporate form of organization. I _ 
that this effectiveness may be increased in the future, if, with 
involvement of some intermediate legal entity, individual savings would be 
invested in stocks also. There is an urgent need to sort out the ideological 
and legal concepts that attend the corporate form of business as well as the 
issues related to individual savings. This is indispensable from the 
viewpoint of creating public confidence also. 
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Reverting to VAEV I must point out that the case involves the protection of 
interests that transcends those of the stockholders. What anens if we leave 
our money with enterprises that loose money? There were million forints 
at stake in VAFV's case. Had we left the money there, we could not have 
provided credit to dozens of other firms, and these may include some in which 
a fraction of the 300 million forints could restore financial viability. In 
this sense then, having withiraw the capital from VAEV, and having made a 
potential sacrifice of 2300 jobs at VAEV, we rescued a much larger number of 
jobs elsewhere. 


[Question] And yet it appears to outsiders that somehow you were reluctant to 
embark on the liquidation proceeding ... 


[Answer] ... that's out of question. We accept this crow of thorns. We 
terminated the loan already in January. But to declare lack of 
credit-worthiness is the function of the board of directors. In the absence 
of a board decision it is our duty to declare all of our clients as having 
excellent credit ratings--at least outwardly. Bank secrecy obliges us to do 
so, and only the board may relieve us from this obligation. This is why we 
did not comment on the VAEV issue. And we did not comment because quite 
naturally, prior to proposing the initiation of a Liquidation proceeding, we 
considered a mumber of alternatives. After all, liquidation carries a high 
price tag that is to be paid for by society. But considering all this, it 
appears that this year we will have to take similar action with respect to 
another eight to ten enterprises. One must recognize, however, that steps 
aimed at structural transformation do result in temporary losses. 


[Question] What authority do enterprise stockholders have over the bank's 
business policies? Enterprises hold 2.8 billion forints worth of stock out of 
the total capital of 9 billion forints--the TVK [Tisza Chemical Combine] alone 
subscribed to 400 million. 


[Answer] The 340 stockholders definitely have authority over the business 
policies of the bank. It is the board that dewis with operational matters 
between stockholders meetings, and the board includes representatives of the 
largest stockholders and of the ministries. Individual issues are decided by 
majority vote. And because with respect to important issues we would de 
placing at risk the interests of 340 stockholders, the corporate form of 
organization excludes the possibility of pseudo-humanitarian decisions. 
Members of the board are criminally liable for the protection of the majority 
interest, and for the application of appropriate business policies. The VAEV 
case involved such a decision. If the board's performance is inadequate, if 
there are insufficient dividends, the stockholders will relieve the board of 
its duties at the annual stockholders meeting and elect a new board. This 21 
member supervisory body is composed of the bank's shareholders. 


[Question] “lave you ever thought of establishing a separate organization for 
the management of enterprises that experience critical conditions? Perhaps 
something similar to t Austrian solution--ownership of a near-bankrupt 
enterprise would be temporarily transferred, and for the duration of the 
crisis the new manager would have full authority ... 


34 











[Answer] The MHB is considering the possibility of establishing several 
independent organizations. We are planning to establish an independent 
investment council ana an independent body for the organization of joint 
enterprises. We will not wumdertake independent bankruptcy management, 
however. This is not a banking function and there are a lot of unanswered 
questions regarding bankrupt enterprises. One question is, for instance, 
whether the bank would be obligated to provide advance credit to cover wages, 
considering the fact that liquidation proceedings may take as long as six 
months. And if so, how would the bank recover a demand of this nature? On 
the other hand we plan to establish a crisis staff within the bank to assist 
the management of enterprises that experience difficulties. We also proposed 
an idea that was favorably received by the authorities. A certain part of the 
bank's contingency funds could be freed to assist the recovery of enterprises 
that experience critical conditions. Out of these funds we could offer and 
pay a significant target premium to successful managers capable of bringing 
about recovery in troubled enterprises. Liquidation could be frequently 
avoided--and this would be the cheaper solution--but the feasibilty of this 
solution hinges on our ability to find crisis managers who would work for 
threeor four-times larger salaries than the usual managerial salaries. Of 
course their staff too would receive larger salaries. This would be the risk 
they take. But in today's Hungary you cannot find managers who would leave 
well-managed enterprises in order to establish order in a _ critical 
enterprise. It does not pay. Premiums in a well-managed enterprise may be as 
high as 100 percent of the salaries. Why should someone accept the task oc 
putting into order the affairs of a badly managed enterprise? 


And with this I do not intend to say that there are no enterprises for which 
indeed liquidation presents the only solution. In VAFV's case we had a 
warning signal: not even VAEV's immediate surroundings, the county of its 
domicile placed orders with that enterprise. There was a lack of confidence 
even on their part. I should note here, however, that in contrast to VAFV, 
the construction enterprise of the Veszprem council is not a loss operation. 
Loss operations like VAEV must have their money taken away. Continued 
compensation for poverty will never lead this country out of its present 
predicament--it will submerge further. It is the fruit-bearing tree that must 
be cared for. 


In every enterprise--even if they do not have long-term concerns--the crisis 
atmosphere must be counsciously instilled and strengthened. In given 
Situations the entire nation mist be made aware of the fact that we are 
constantly = with the rest of the world. There is no security in 
competition, there is no pause to relax. A certain conscious awareness of 
danger, of potential crisis should have been developed a long time ago, 
otherwise a potential sudden crisis produces schizzofrenia. People must feel 
the danger of situations in order to survive, in order to remain part of 
competition. 


[Question] Would it not endanger the banks' business image if the authorities 
would attempt to draw banks into performing part of the work of governmental 
regulatory and economic management bodies? 
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[Answer] Look, when I accepted this task I assessed the prospects of a new 
banking firm like this one. The process of enterprise independence, the 
broadening of democracy in Hungary takes place in a manner so that when the 
old methods of funding are exhausted, independence is being transferred to new 
organizations, such as enterprise councils and banks. This process takes 
place under circumstances in which the new organizations do not have funds 
either, but the responsibility of the new organizations emerges in a rather 
pronounced way. This situation is similar: all that could not be accomplished 
for decades by the monopolistic banking system is now being accomplished by 
commercial banks. And they are accomplishing these things in as short a time 
as possible, under circumstances in which 90 percent of their loan placement 
possibilities are pre-determined. And with this I will say that we did not 
accept an impossible task. All we need is time to allow us to secure 
sufficient. resources. Once we have access to those resources we can begin to 
invigorate the economy with the proper reallocation of monetary instruments. 
We could be way ahead if banking reform had taken place earlier. Accordingly, 
the present difficulties do not prove correct those who opposed banking 
reform, those who through actions, if not through words continue to hinder 
banking reform. It would be nice if, from time to time, politicians would 
hold such forces accountable. Because without these forces the nation would 
be ahead by now. In this connection I must say that the time has come to 
examine the efficiency of offices, rather than enterprises only. Offices too 
should be held accountable. Together with the liquidation of uneconomical 
enterprises like VAEV, they should begin to liquidate unnecessary offices that 
have a retarding effect. This country cannot afford to sustain a tremendously 
bloated administration like the one we have. Administrative costs place a 
tremendous burden even on the most competitive enterprises. As a result, 
these enterprises enter global competition with an inherent disadvantage. The 
economy will remain non-competitive as long as they fail to adjust the present 
distorted ratio between productive and non-productive individuals. 


[Question] But you know very well that this is a hopeless endeavour. 
Bureaucratic accomplishments cannot be measured. For this reason bureaucrats 
are in a better position to protect their own interests. 


[Answer] I am not that hopeless. International comparisons show how many 
individuals perform tasks of identical magnitude within various organizations 
in Austria and in the Netherlands. 


[Question] To this the bureaucrats will respond by saying that the tasks 
themselves are not identical. After all: there has never been a bureaucracy 


that endeavoured its own liquidation. 


[Answer] That's true. But an authoritarian decision may force them to make 
personnel reductions. There is no need for new decisions. These kinds of 
decisions were made already years ago, only their implementation has been 
delayed. There is no other way out. We must find domestic resources to 
invigorate the economy. National resources are not being expanded by 
individual savings withdrawals from the National Savings Bank [OTP] and the 
re-investment of the same into government bonds. Investment into enterprise 
bonds do constitute an expansion of resources, nevertheless the greatest 
potential resource rests with the reduction of the state budget. I can state 
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this: commercial banks do not compete with each other in creating resources. 
Our greatest competition is the wasteful state budget sector that is not 
forced to, or is not fully forced to manage itself efficiently. 


In the framework of banking reform so far we have seen the first step only, it 
concerns the organizational structure. Resources available to the credit 
sphere have not expanded. Yet this is what is so urgently needed: the change 
of roles between the credit sphere and the budgetary authority, one that has 
been urged for so long. It should take place. An overwhelming part of 
developmental efforts should not be financed out of state resources, instead 
they should be funded through credits. In addition to that the state budget 
sector requires the imposition of an actual reduction in consumption. The 
resources thus freed should be channeled into the economy, with the assistance 
of commercial banks. 


[Question] Regarding the latest National Bank action that reduced the 
liquidity margin (FIGYELO: 1987 No 12)--by what percent did this action reduce 
the MHB's opportunity to place short term loans? Is there a way for the 
accelerated repayment of loans? And does not the business image of banks 
suffer by virtue of that action? 


[Answer] Debates within the profession on this subject have not come to a 
close, therefore I would find it appropriate to revert to this issue at a 
later point in time. 


I do not argue with the fact that the improvement of the economic balance 
requires action, and that monetary direction cannot be left out of such 
actions. One must point out, however, that for years, for decades, financial 
management was unable to establish an appropriate harmony between production, 
reserves and credits. Now it is incumbent upon commercial banks to accomplish 
this within a few months. Accordingly, I agree with more determined efforts 
to restore financial balance, but I view the methods of implementation as 
inappropriate. 


Sufficient time is needed for the implementation of these actions. The 
state's retreat from the credit market can only be accomplished gradually, 
lest we inflict damage upon the economy. The devaluation of the forint and 
the increase in producer prices in and of themselves are factors that create a 
demand for crecit. I have yet to be persuaded as to how the Central Bank's 
action will enhance the reduction of the budgetary deficit and the increase of 
exports. The action does not encourage production. On the contrary. 
Possible gaps in production will result in increased budgetary deficits, and 
exports will be reduced. 


[Question] Do you agree with the idea of doing away with the mandatory system 
of replenishing operating fund accounts? 


[Answer] I agree with that. This is an action that provides some room for 
dynamic growth enterprises. We support this action fully, in fact the heads 
of commercial banks have made an offer to the Minister of Finance. On the 
strength of their earnings they guaranteed that the action would not result in 
an additional outflow of wages. 


37 














[Question] Does this gesture have a symbolic meaning? 


[Answer] It is not a mere symbolic gesture. After all, a rather substantial 
sum of money is at risk here. Although I do not deny the _ symbolic 
significance either. Have you ever seen a bureaucrat who risks his own income 
for any cause? But we had to take this step. The previous system of 
replenishment was accompanied by certain tasks related to the authorities, to 
the "banking ministry" so to speak, and these tasks were inconsistent with the 
character of commercial banking. 


[Question] It appears that your relationship with the National Bank is not 
free of controversy. How do you envision your relationships with the other 
banks and with the National Bank? What would be the role of the Banking 
Council? 


[Answer] The Banking Council has to be a consultative body in which all 
participants carry equal weight. Should Council members be empowered to vote, 
the consultative character would be lost, and their decisions would have a 
mandatory effect. This situation, however, would violate the independence of 
banks. Therefore it would be appropriate to assign an informational exchange 
of viewpoints character to the Banking Council. Within that body we may 
exchange ideas concerning the assessment of the economic situation, the 
formulation of economic development objectives and related monetary and credit 
policies, the anticipated conduct of the National Bank, enterprise objectives, 
market experiences and their relationship to monetary policy, the direction 
regulations take, the conditions under which banks function, the uniform 
interpretation of rules, etc. There is a particularly great need for 
consultative bodies and for professional debates in countries that have 
single-party systems. There is a need for organizations that are able to make 
interests prevail. This enables politicians to choose the best alternative 
from among several alternatives. This puts an end to the dependence of 
politicians on offices of a monopolistic nature, with respect to professional 
issues. 


In the absence of appropriate consultation and feed-back, even the best 
decisions become distorted. Such compromises give birth to reversals in spite 
of reform endeavours. Banking reform was a good decision, because what 
emanates from commercial banks may produce favorable changes in the conduct of 
enterprises. And this issue is so fundamental that no room should be allowed 


for reversals. 
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HUNGARY ECONOMI C 





TAX REFORM: IMPLICATIONS OF VALUE-ADDED, INCOME TAXES VIEWED 
Budapest FIGYELO in Hungarian 16 Apr 87 p 5 
[Article by Otto Gado: "The Pros and Cons"'] 





[Text] It is quite understandable that the tax reform measures being prepared 
at this time are subjects of great interest as well as of professional 
debate. Primarily it is the changes and their anticipated effects on 
enterprises that produce differences in opinion. 


Rightfully and with increasing impatience we urge that enterprise profit 
motive be strengthened, that market forces play an increasing role, that 
efficiency be improved, and that technological development be accelerated. 
Tax reform, which serves these purposes is being viewed critically, 
nevertheless. What are the most frequent objections? 


Tax reform critics suggest that today's excessive profit withdrawals and the 
disproportionate burden on live work and dead work respectively, could be 
remedied by "old type" measures directed by the authorities--measures 
gradually implemented in the vertical hierarchy, with producer price 
regulations in the form of a price list promulgated by the authorities. In 
this way too, net producer prices could be reduced, and with those reductions 
the amounts of profits would also be reduced, leaving gross prices at today's 
levels. The adoption of this method would not require a drastic 
transformation of enterprise accounting systems. 


The present mixed pricing system which contains a number of unregulated prices 
would not accept centrally directed price regulations implemented gradually 
through the vertical levels of hierarchy, as embodied in a price list 
promulgated by the authorities. Even at the time this method would have been 
feasible, it would have produced unfavorable consequences. Expressed as a 
percentage of enterprise profits, the total amount of withdrawals varies (the 
variations depending on the capital investment/wage ratio, on the method of 
pricing applied, and on current prices). Consequently the variable net 
price and the invariable gross price could be perceived only within the 
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framework of some new, highly differentiated withdrawal formula. This, in 
turn, would rum counter to endeavours that aim for uniformity. 


Another objection: would not the introduction of the tax create an excessive 
price increase? This type of sales tax (Footnote) (In the March 3, 1987 
edition of VILAGGAZDASAG Ivan Ersek developed an idea by which perhaps the 
concepts “value increment" or "excess value" would better convey the Western 
expressions ("valeur ajoutee", "value-added", "Mehrwert") than the term "sales 
tax". I believe that Ersek's remarks have merit, nevertheless I find that the 
purpose would be better served by using a neutral expression to designate the 
new type of tax: "general sales tax" (AFA)) was first introduced in France in 
1954, and in its present form in 1968. Since then, in the interest of 
unifying the various taxation systems, all Common Market countries followed 
suit. This system of taxation is functioning in Austria, in several South- 
and Central-American countries, in some Far-Eastern countries, in Israel, and 
in some African countries, mainly in the former French colonies. At present 
the system is being introduced in New Zealand, and Japan is making 
preparations for its introduction. (The system functions in some 40 countries 
altogether.) In every instance one of the aims was the reallocation of the 
tax base. In most places the new tax replaced the traditional sales tax paid 
in every phase of the process, thus creating different levels of tax accumu- 
lations--the exact levels depending on the end-product. Given adequate 
preparatory work, Western Furopean countries did not experience particular 
difficulties in conjunction with the new system (perhaps the Greek experience 
we are learning about now is the exception), and the resultant increase in 
consumer prices was relatively small. 


In Hungary the value-added tax takes the place of direct profit taxes and of 
direct, proportionate taxes on resources. In other words, lessons learned 
from foreign experiences may be applied in regards to the peculiarities of the 
system, but the peculiarities of transition require a different approach. 
There is the question, for example, concerning changes in "Starting prices" at 
the time the system is being introduced. Should they, or should they not be 
temporarily frozen or be tied to permissions granted by the authorities? 


Several individuals raised this issue: do we really need a neutral, 
nonincentive-type tax? Tax neutrality means that the tax treatment does not 
differentiate between products and marketing channels, products and services 
or enterprises, and that excessive taxation on investments would also come to 
an end, 


At the 1969 Congress of the International Monetary Fund in Istanbul a French 
economist emphasized that his country opted for the value-added tax because of 
its neutral character. Professor Max Frank of the Universite Libre de 
Bruxelles responded with a question: from the viewpoint of achieving balanced 
economic growth and at the same time of realizing social justice, is it really 
desirable to make an endeavour so that the most important means of taxation 
have a neutral character? In the end the Congress decided that between 
liberalism and interventionism (these are the expressions of bourgeois 
economists) one must search for the optimum balance. I believe that if we 
applied this thesis and this debate to our situation today, we would find that 
a neutral tax would bring us closer to that sought-after optimum point--after 
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all the economic management system retains several elements suitable for 
direction and the exertion of direct influence. 


As a result of the changes, enterprises will enjoy a more stimulating economic 
environment, but at the same time, depending on their achievements, also a 
more differentiated economic environment. The ratio of expenses (burdens) 
related to capital investments and live-work utilization will also change 
fundamentally. Supposedly this change will increase the interest in intensive 


development. 


Some hold the opinion that with the introduction of the new system there will 
be "run-away" investments, because investments will become less costly. Some 
Western countries protected themselves against such phenomena by staggering 
the effective date of investment tax refunds over a period of one to two 
years. This measure was taken in the interest of maintaining the balance 
between supply and demand. It may be assumed that this balancing role will be 
temporarily fulfilled in Hungary by the accumulation tax, but in terms of 
current cost management the amortization costs of investments realized after 
tax reform will be lower anyway, mainly in comparison to e increases 
resulting from the personal income tax [SzJA]. The re-valuation (devaluation) 
of existing fixed assets pursuant to some global price index, which would 
reduce the amortized amounts after such fixed assets, would also represent a 
solution. 


Quite obviously, this issue must be settled, because in the present situation 
the burdens related to investments, renewals and major repairs differ (in 
favor of the latter). This then provides an incentive to make small or large 
repairs on old equipment (or, in part, to "qualify" investments as renewals), 
rather than to introduce modern technology. I do not believe that the new tax 
system alone can resolve this problem. Undoubtedly, however, the new system 
represent a step in the right direction. The introduction of a general sales 
tax provides an opportunity to realize some methods that stimulate 
technological development. In general, these methods are being used by 
Western enterprises that compete with us. The related funding would be 
derived as a result of the internal re-allocation of net income, 


Relative to the introduction of the new sales tax we must recognize that in 
the future, producer and consumer prices will fluctuate in tandem. The 
achievement of a bi-level pricing system was defined as a goal already in 
1968. The bi-level system to be realized now, however, cannot be "consumed" 
or reduced gradually. Quite naturally, in the introductory period--and mostly 
prior to that period--some long-standing price disparities must be settled by 
way of appropriate compensations in income. At that time, this aspect too 
will put us closer to a point where supply and demand can exert a stronger 
influence on the formation of prices. Given time, in certain cases this 
may result in the reduction of some prices.) An acceleration of the inflation 
rate can be avoided following the introductory period. (In the final 
analysis, to a rather significant degree, the total effect is also a function 
of external factors. ) 
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Another argument against the new tax system may be the fact that not one 
socialist country utilizes the taxes we do, and even personal income is taxed 
differently from the way we have it planned. If, however, we focus on goals 
rather than on the means we apply, we can state that our goals are iargely or 
fully in accord with those of the CBMA countries. The peculiar features and 
circumstances of individual coumtries play a role in the selection of means. 
At this point in time in Hungary it is important to introduce a taxation 
system that enhances the developing (developed) conditions for the production 
of merchandise. 


The question frequently arises: will the new enterprise taxes stimulate 
exports? 


By virtue of its neutrality, the system as such, does not stimulate exports. 
Even today, exports are not burdened by sales taxes (and I will not analyze 
direct taxes levied on enterprises from this viewpoint). It is true, however, 
that the introduction of the new taxation system may have an effect on 
exports, similar to the effect that results from th devaluation of the 
forint. This effect seers as a result of diminishing net producer prices 
and unchanged convertible foreign exchange rates. At the same time the 
inflationary effects of devaluation would not appear in the context of 
imports. On the basis of domestic experiences so far, one may argue whether 
devaluation affects exports, and if it does, how great the effect is in terms 
of increasing exports. 


The two types of proposed taxes (the AFA and the SzJA) constitute a drastic 
change in taxation. They significantly reduce the ratio of taxes that are 
contingent upon the ratio of profits and resources. The new system encourages 
a situation--more than the present system does--in which state budget revenues 
are derived from income generated only by products that have been produced 
already. Viewed as a whole, however, the new taxation system is not meant to 
change the position of the state budget. 


The success of tax reform, just as the success of any regulatory measure, 
depends on the extent to which we permit the resultant effects to prevail. It 
also depends on the extent to which we delineate other measures and the 
effects of such measures that are necessary from an overall economic policy 
viewpoint. In this respect there is a need for consistent conduct, so that as 
a result of tax reform, the present, from a regulatory viewpoint highly 
differentiated situation of enterprises be channeled in the direction of 
uniformity. This, incidentally is a requisite of the AFA system itself. The 
number of possible tax rates cannot be larger than three or four. Otherwise 
the application of AFA would be accompanied by an extraordinarily excessive 
administrative workload, and would violate the chief principle of neutrality 
by establishing exceptions. Of course, there are exceptions in Western 
countries too, but they are trying to resolve such matters through adjustments 
in the "tax base”. 


Adding AFA to purchase prices would obviously create an increased workload in 
places where there was no sales tax before. Also, the collection of taxes on 
paid bills, in the interest of securing tex deductions, will increase the 
workload. In my judgement, however, this will not cause excess work that could 
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not be handled easily by a well-organized group of administrators. There are, 
of course areas (e.g. department stores wholesale and retail aspects) where 
the grouping of taxes according to sales tax rates will cause more concern. 
The framers of AFA, however, are taking into consideration places where the 
administrative burden would cause unresolvable problems. In such instances a 
method of approximation could be applied. (E.g. by calculating tax payments 
on the basis of taxes paid during the procurement process; or, in case of a 
minimum sales volume, the business organization would not be authorized to 
charge taxes to customers, on the other hand it would not be authorized to 
deduct taxes accrued during previous phases either.) 


My evaluation of the SzJA too reflects only the enterprise viewpoint. The 
SzJA should be evaluated also from a number of other viewpoints, such as its 
social and political effects, and its effects on the standard of living. The 
two types of taxes will revamp enterprise taxes, expenses and earnings, and 
both taxes will have an effect on consumer prices also. The possible gradual 
introduction of the new system within an extended time frame, rather than all 
at omce, would undoubtedly create an excess administrative workload, 
nevertheless the internal revamping of withdrawals from enterprises would 
Still have to be accomplished in one step. 


Just as any other regulatory measure, tax reform is no panacea. Undoubtedly, 
however, tax reform can contribute to the resolution of our economic problems, 
provided that we establish conditions for recovery in other areas also, such 
as in the functioning of market forces, in other kinds of regulations (e.g. 
monetary regulations,) and in economic management. 
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Warsaw RZECZPOSPOLITA (REFORMA GOSPODARCZA supplement No 102) in Polish 
17 Apr 87 


[Text] 


This document has been prepared under the auspices of 
the Secretariat of the Economic Reform Commission. Taking 
part in the Secretariat's work were leading academics and 
practitioners - both members of Commission and non- 
members, including Sejm deputies, representatives of the 
PRON's National Committee, and members of the Secretariat 
of the Party and Government Commission on the Review and 
Modernization of Organizational Structures in the Economy 
and the State. 


Work on the concept of the second stage, which constitutes 
the continuation of the lines mapped out at the 9th Congress 
of the PZPR, has been based on the resolution of the 10th 
PZPR Congress, on the Sejm's resolution concerning the Govern- 
ment report on the course and effects of the implementation 
of the economic reform in the years 1981-1985, and on the 
decisions acopted at the jrd Plenary Session of the PZPR 
Central Commttee. 


The document widely draws on the outcome of public 
discussion over future processes of reforming the economy, 
including the draft position paper of the Polish Economic 
Society (PTE), the proposals of the Zycie Gos cze staff, 
and studies by individual authors. 


The contents of the section devoted to organizational 
structures in economic activity has been prepared jointly 
with the Secretariat of the Party and Government Commission 
for the Review and Modernization of Organizational Structures 
in the Economy and the State. 


The draft document, presented herein, takes the form 
of theses describing the gorls of the second stage of the 
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reform, lines of changes the mechanism of functioning 
of the economy, and proposed arrangements. In formulating 
them, the authors have taken into account the course of 
Giscussion, opinions, and proposals expressed at plenary 
sessions of the sconomic Reform Commission (March 25) and 
the Consultctive Economic Council (March 26). 


A broad public discussion should make it possible to 
enrich the contents of the second stage of the reform, better 
specify individual lines of change, anc make choices 
acceptable to the public. 


Tollowing the public discussion, a new version of the 
proposed arrangements for the second stage of the reform will 
be prepared, as a decision-making document, and detailed 
implementing programs will be worked out, covering: 


* the trajectory [to the target model], specifying the manner 
of implementing the second stage of the reform; 


* the program on the “strengthening of the zloty”; 


* the program on transforming the orcanizational structures 
of the "Center"; | 


* the program on balancing the economy - primarily by 
means of economic regulators and realistic economic 
parameters, to be provided by the Government in accordance 
with the Sejm's resolution on the National Socio-Economic 
Plan for 1986-1990. 


The Party's program adopted at its 10th Congress and the 
National Socio-Economic Plan for 1986-1990, passed by 
the Sejm, define the principal socio-economic goals 
for near future and ways of attaining them. The Central 
Committee's programmatic report, presented to the 10th 
Congress, pointed to the need for making a very important 
and responsible choice: 


"Either we shal! attein equilibrium more rapidly, 
accepting the related consequences - nameiy, major reduction 
of subsidies, rationalization of prices, f rm obrervance 
of the principle of s®lf-financing, retrenchomert, and 
work discipline - and obtaining in return a smooth market, 
st-onger motivation tc work, and in consequence a quicker 
growth of net material product, or we shall reject these 
rigors, living for a longer time with the burden of 
market shortages, the dominance of the producer over the 
cunsumer, the constant threat of speculation and profiteering, 
blunted stimili to work, and retlucod @mnces for nore rapid 








Gevelonment. In other words, we have to chcese between a 
r2 cifficult life today, needed if we want to have 

easier life tomorrow, and piecemeal measures leading 

to piecemeal results.” 


The overriding goal is to improve society's living 

ena wo>*ing conditions - and as a key condition for this, 
ecuncmic efficiency should be exacted with determination, 
and the competitiveness of Polish goods and services in 
foreign maraets chould be improved substantially. 

But this #ill not be achieved without consistent and 
accelerated changes in the mechanisms of functioning of the 
economy and the state. A radical acceleration of the reform 
will be decisive for what is essential in the process of 
socio-economic development - the attitude towards work 

and towards civic duties, the implementation of the 
socialist principle “to each according to his work", the 
stimulation and utilization of individual and collective 
initiative, and the smooth operation of all segments of the 
eocio-economic system. ' 


The rationcle behind the changes reflects the need 
to strengthen the socialist character of the economy, 
which should be ever more effective in meeting society's 
material and nonmaterial needs, and at the same time 


to free society from what is alien to its ideals - from 
income differentials not warranted by results of work, 
from profiteering and patronage, from the neclect of the 
Polish currency, and from bureaucratic, cumbersome 
regulations. 


The proposed arrangements must take into account the 
complexity of our relities, and in particular the complex 
economic situation, the diversified forms of the ownership 
of the means of production, the burden of foreign debt, 
and the necessity of broadening and tightening the country's 
economic links with the outside world. 


GOALS AND DIRECTIONS OF THE SECOND STAGE OF THE ECONOMIC 
REFORM 


1. Assessments of the process of reforming the economic 
system are presented in [the Government's] annual reports 
on the course and effects of the implementation of the 
economic reform. In the third part of the report for the 
1981-1985 period, containing general conclusions, it is stated 
thet in effect of measures undertaken to date, a qualitatively 
new system of functioning of the economy has emerged. It 
is diametrically different from the previous one, and in some 
arpects it also differs from the assumptions adopted in 
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the “Lines Of Economic Reform". A virtually new legal systen, 
d=fining the institutional and organizational pattern of 

the economy, has been provided, and deep changes have been 
made in the organizational structure of economic management. 


This has made it possible .to_set.in motion 
new economic mechanisms, and especially to gradually realize 
tne principles of autonomy, self-financing, and self- 
management of socialised economic entities. The degree 
of socialization of the processes of central planning and 
economic management - both at the micro- and macro-economic 
level - has grown. 


The introduction of new mechanism has not been free 
of social contradictions and conflicts. This has had the 
effect of hampering changes in the system of functioning 


of the economy. 


2. The above mentioned report points to the necessity 
of many changes in, and amendments to, individual arrangements, 
noting that “further process of reform implementation 
will be much more difficult socially and economically.” 


"The principal task will be to introduce economic 
mechanism into practice as widely as possible, to increase 
their efficacy, and to see to it that efficiency considerations 
are observed in economic policy - often against the interests 
of individual social and occupational groups. Of major 
importance will be the pace and the manner of approaching to 
economic equilibrium - a goal which is tied, through a feedback 
effect, with the efficacy of efficiency-targeted economic mechanisn 


The concept foldowed so far has provided for a gradual phasing 
out of interim arrangements, acceptance of economic 
Giseguilibrium (price controls and wide extent of rationing 
of production supplies, capital equipment, and consumer 
goods), and delayed application of economic coercion. (...) 

If continued, this line will carry the risk that these 
developments may retard long-term economic development - 

with all economic, social, and political consequences.” 


3. The “General Conclusions” of the 1981-1985 report 
read: “It would be purposeful and highly desirable to 
speed up the approach to economic ecuilibrium, drawing on 
pricing instruments, and to consistently seek efficiency and 
self-financing - even at the ~'ce of temporary fall in 
production of some goods an 26. The most recommended 


* ER 55-86, July 11, 1986 
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option is to carry out a price-and-income operation permitting 
the elimination of most subsidies and restoring monetary/ 
consumer-market equilibrium. This option would provide the 
greatest chances for setting in motion the processes of 
efficiency-oriented development of the economy.” 


4. It may be recalled that in its resolution concerning 
the Goverrment's economic-reform report for 1981-15985, 
the Seim of the Polish People's Republic, taking past 
experiences into account, confirmed the correctness of the 
edopted direction of the reform. 


“As regards the implementation of the reform so far, the 
Sejm is of the opinion that the reform's iegal foundations 
have mede it possible to create a new system of functioning 
of the economy. Major progress has been achieved in 
socializing planning, and in broadening the powers and 
financial autonomy of local self-government. Big, althouch 
still unsatisfactory, progress has been scored in making 
enterprises autonomous, self-financing, and self-managin3.” 


Among adverse developments, the Sejm’s resolution 
list the following: 


* insufficient improvement in balancing the market, which 
renders the provision of smooth mechanisms of self-reculation 
impossible; 


* a foilure to reform the field of pricing towards providing 
pressure for cost reduction, quality improvement, and 
production crowth; 


* insufficient selective function of the ‘market (a result 
of disequilibrium) and absence of efficiency-orientod 
transfers of manpower, material, and capital resources; 


* fcilures in investment policy, making the ootimization of 
the economic structure more difficult; 


* unwelcome curbs on the redistributive function of the 
Treasury, reflecting the continuaticn of huge subsidies anc 
concessions for the sphere of material production; 


. frequent changes in policy instruments, and especially 
in financial rules, narrowing enterprises’ planning horizon; 


* insufficient incentives to promote technological progress 
and expand exports; 


* inefficacy of pay policy; 





* continuation of monopolistic practices in the economy, 
ignoring the requirements of efficiency and encouraging 
perticularistic tendencies related to investments, pay, 
concessions, and subsidies. 


"All this has combined to make a more intensive 
development of the national economy impossible. Inflation 
has continued.” | : 


5. In the opinion of the Sejm, the concept of the 
second stace of the reform shouldbe based on a penetrating 
analySe ig Cf.eyetevic transformations carried out to date. "The 
point of departure for such an analysis could be provided 
by the 1981-1985 report, with its general conclusions, ~~ 
and with emphasis on major intensification of the economic 
reform and rationalization of economic structures.” 

The Sejm also stressed that “economic policy must be 
subordinated - to a greater degree than before - to the 
requirements of economic equilibrium, without which no progress 
in efficiency can be achieved.” 


6. What all diagnoses have in common is the conviction 
that there will be no success of the reform without 
equilibrium, just ‘as there will be no equilibrium without 
the reform. In addition, there will be no positive effects 
of the reform, and no equilibrium, without changes in the 
structure of the economy. 


In balancing the consumer market, an increase in supply 
is needed, and so is a firm policy on prices and wages 
Elimination of the costs of poor production and poor 
organization is also indispensable. 


A smooth functioning of the oconomy is contingent 
upon a correct pattern of prices. Prices must balance supply 
with demand. Otherwise, various forms of rationing will be 
needed, upsetting economic activity, strengthening the hand 
of the bureaucracy, and encouraging waste. 


The pace of the rebalancing process - including the 
timetable and extent of price rationalization and subsidy 
reduction - and the introduction of correct measurements of 
enterprise assessment must be understandable to the public 
and must receive its acceptance. 


When opting for quicker rebalancing, and also for 
quicker elimination of the hardships related to disequilibrium, 
we should accept greater discipline, harsher financial 
rules, and sometimes painful price corrections. And the 
consequent benefits and losses will be distributed unevenly - 
in accordance with the results scored. Those working poorly 


49 











and managing poorly must not count on the welfare 
umbrella - whether collectively or individually. 


Both the workforce and the economic management bodies 
(central and local) must adapt themselves to the new rules 
of the game. 


7. Proceeding from the assessment of the economic reform 
so far, it is necessary to make a radical switch to its 
higher, more advanced second stage. This stage should 
represent: 


* Major acceleration in transforming the way the economy 
operates ~- as compared to the course of this process in 
1983-1986. The second stage should mean in the first place 
an eccelerated approach to the so-called target model of 
funciioning of the eco~.cm., as specified in the "Lines Of 
Economic Reform", and = consistent introduction 

into practice of principal economic regulators and market 
mechanisms. 


* The broadening of the reform program beyond the 1981 
Gocument "Lines Of Economic Reform". In many fields, the 
"Lines" must be broadened substantially, to take into account 
the most recent experiences of Poland and other socialist 
countries, the present and the expected realities of the 
Poiis': economy, and progress in the knowledge of socio- 
economic mechanisms. 


Such an approach is in accordance with the resolutions of 
the PZPR*’s 10th Congress and 3rd Central Committee Plenum. It 
reflects aspirations and demands of the public committed to 
the prosperity of this cwuntry. The attainment of the second 
stage of the economic reform wils constitute a major 
step forward in progres<*-.ve transformation of economic relations 
in Peland. For this to be achieved, it will be necessary 
to break £he existing barriers, including social ones, which 
so far have prevented full application of all mechanisms of 
the economic reform. 


8. The principal objective of the present and future 
reforsiatory activity is to make breakthrough changes in the 
rationality of economic activity and in technological, 
economic and organizational innovation. This should bring 
about a rapid increase in economic efficiency, better 
eotisfacticn of society's needs, and . 2 Bed" better 
working and livi:.g conditions. 


The underlying assumption of the economic reform, serving 
the attainment of the above mentioned goals, is - in 
accordance with the “Lines Of Economic Reform - the 
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emergence of autonomous, self-managing, and self- 
financing enterprises. These basic economic organizations 
should promote socialist enterpreneurship and innovation, 
while at the same time assuming responsibility for 
rational and efficient employment of production factors 
and satisfaction of society's needs. 


9. The reforming of the economy in the years ahead 
will consist in accelerated measures aimed at: 


* balancing the markets for consumer goods, production 
supplies, and capital equipment, which requires a large 
extent of equilibrium-level prices (which would thus 
assume a parametric character); 


* setting the economic parameters at realistic levds - 
as a condition for correct cost accounting and for 
the operation of the market mechanism; 


* expanding enterprise autonomy and promoting socialist 
entrepreneurship; 


* developirg self-management; 


* providing room for free flow of physical and 
financial resources between economic organizations; 


* improving economic mechanisers and firmly observing 
the principle of enterprise self-financing; 


* transforming the institutional system of economic 
management, especially the "Center." 


These measures will speed up the process of economic 
restructuring, boost innovation, and provide conditions 
for opening up to the outside world. 


_19. The econcemy'? capacity to achieve and consolidate 
overail equilibrium and to overcome sectoral shortages 
is an elementary aspect of efficient economic activity. 
it is a necessary assumption for the correctness of 
cost accounting, efficiency-oriented incentives, and 
mechanisms of self-regulation, and for the consumer's 
smooth access to the desired goods and services. It is 
also a necessary condition for smooth operation of a 
centrally-planned socialist economy, widely drawing on the 
market mechanism. 


In conditions of a balanced market and active role of 
prices (balancing demand with supply), the market mechanism 
m2v operate in accordance with the “principle of public 
inierest" - di.e., with the principle under which a change 
in tne price of a given article not only ensures eguilibriun, 
as ceflected in well-stocked stores, but also - which is 
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even more important - makes it possible to finance the 
expansion of the production of these articles in accordance 
with society's preferences (the prices providing good 
information about society's needs and defining correctly 
producers’ financial capacity and economic standing). 
Therefore, the currently unbalanced markets should be put 


into equilibrium quickly. 


It is assumed that price policy will be subordinated to 
these requirements. — 


In place of monopolistic structure, where it is justified 
and possible, the economic and organizational arrangements 
which promote competition should be applied. Competition, 
aimed et better satisfaction of people's needs and attainment 
of hicher efficiency, is necessary in the socialist cconomy. 
Econcmic emulation should become a driving force behind 
progress in socialist enterprises. 


11. The balancing of the market should be accompanied by 


the process of setting realistic levels for economic 
parameters - a necessary condition for Gffective. indirect control of 


the economy. This process should include, as key elements, 

a radical reduction of subsidies, and the provision of 
realistic tax rate, rate of exchange, rate of interest, 

value of fixed assets and depreciation charges, costs 

of the use of natural environment and natural resources, etc. 


12. In improving the economic mechanisms, a steadily 
sought Goal will be to make pressure for : higher economic 
efficiency, and especially for cost reduction, more wide- 
spread. This will require to 


* abandon the customization of parameters along « sectoral 
lines; 


* clearly orientate the economic system towards generating 
“economic surplus" at all levels of the economy; 


* consistently reduce the size and extent of subsidies and 
of arrangements making customized direct subsidies 
possible; 


* limit the redistributive functions of the state treasury; 


* refrain from outside interference in diversified financial 
Situation of enterprises and their workers resulting from 
efficiency differentials ~ irrespective of their causes; 


* observe the principle that the efficiency of a planned 
project. is the only criterion applied in granting . 
development credit. 





zi atteined, the major progress in balancing the cconomy 
Wiil make it possible to: 


* rapidly get rid of the rationing of raw materials, 
intermediates, and capital caquipment; 


* replace the central rationing of fcreign exchange with the 
system of owner-type export revenue accounts [RODs]; 


* radically restrict the Center's interference in the 
production and economic situation of enterprises and whole 
branches. 


13. Collective and individual entrepreneurship, - 
motivated by the desire to improve one's financial status, 
put one's talents and skills to the test, or to move upward 
on the social ladder should become the driving force for 
the economy. These are positive motivations. In order to 
draw on them more broadely, it is necessary to eliminate 
barriers arising from the law, from organization, and from 
people's consciousness. The notion of a "succes man” has 
almost disappeared from public consciousness, and it is 
often perceived as almost a dirty word.. At the same time, 
passive attitudes - whether among managers or the workforce 
- should be counteracted by means of economic coercion. 

In changing the workers' attitudes, an important part 
should also be played by an accelerated introduction of 
the system of labor teams, operating on the basis of 
financial autonomy and voluntary access - as a factor 
improving the organization. of an enterprise and conducive 
to the expansion of self-management. 


14. The development of entrepreneurship will also be 
served by the consolidation of the position of state 
enterprises, including the strenjthening of worker. self- 
management. This should be helped by adequate regulation of 
relations between enterprises and state administrative 
bodies. These relations will be based on the provisions cof 
Sejm-passed laws. To guarantee their observance, it will 
be possible to bring infringements to the court. 

rt 

Administrative bodies’ powcrs to set - and change - 
customized taxes and other surcharges, and subsidies 
and other forms of state aid will be curtailed. In effect, 
the applications of enterprises for such “preferences”, 
now so numerous, will become purposeless. 


15. Changes in the field of the economy's organizational 
structures will support the devclopment of entrepreneurship 
by providing conditions for the pluraiity of forms of these 
structures, their flexibility, and especially de- 
mor. polization. 


Commercial-law [limited liability and joint-stock] 
companies should become a dynamic element of the structure. 
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All rigidities hampering their development will be 

removed - especially those concerning the mercer of 

assets and expertise between units from various ownership 
sectors, or the selection by founders of the form they prefer 
(the limited liability company or the joint-stock company). 


The category of public utility enterprise will continue 
to be confined mostly to municipal and social services. 
Here, the systemic modifications will be directed at 
strengthening the decision-making autonomy and self-financing 
of the public utility enterprise - without losing -. 
sight however, from its specific features related to 
the direct pursuing of optimal satisfaction of society's 
needs, rather than maximizing the economic surplus. 


The plurality of organizational forms will be reflected 
in the co-existence of big units with small ones, single-plant 
enterprises with multi-plant ones, and centralized 
organizations with decentralized ones ~- be them state-owned, 
cooperative, private, or mixed-owned. 


16. An accelerated transformation of the way the economy 
functions will be conducive to breakthrough changes in the 
fol:owing fields: 


* technological progress and innovation in the economy; 


* economic restructuring, including selective modernization 
of productive assets; 


* the opening up of the economy to outside world, expansion 
of e-ports, and greater contribution to world trade and the 
intecr..ticnal ¢Civision of labor. 


These fields are of key importance for the growth of 
economic efficiency and for Poland's catching up with 
internctional trends. 


17. Dynamic scientific and technical’ ~ progress, 
technological change, arn’ organizational progress, or in 
other words the innovative character of the economy will 
conscitute the principal factor of efficiency growth. 
This factor will be conducive to major cost reduction, 
high quality of production, rational restructuring 
and opening up to the world and the protection of natural 
environment. 


There is a number of facto-s which could help stimulate 
innovation in the Pclish economy. They include the high level 
of society's education and occupational qualifications, 
relatively modern equipment in some branches, an extended 
network of R&D facilities, or links between many Polish 
producers and their partners in socialist and capitalist 
countrics. 
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18. The innovative character of the economy requires high 
levels of inventors’ creativity, managers’ enterprise, 
and workers’. commitment. It involves the screening of talents 
and provision of conditions conducive to their utilization. 
It means permanent, larce-scale education, the learning 
of ever new knowledge and cualifications, opposition to 
old habits, and revision of the existing state of affairs. 
Such processes can be set in motion only in response to 
very strong material and nonmaterial incentives - both 
positive and negative - and as such they require high 
renumeration of creativity and entrepreneurship, but also 
economic coercion under which technological and organizational 
apathy will result. in major deterioration of economic units’ 
financial and pay capacity, up to the state of default. 


19. Innovation abhors hierarchy, routine, administrative 
straitjackets, barriers to entry into a new field, etc. 
But it feeds on grassroots forces of progress, such as, 
individual commitment and the establishment of new organizational 
units - resilient, sometimes aggressive, and mostly small- 
-sized. 


The state bodies ‘:ave a major role to play in making 
scientific and technolcgical progress more dynamic, but 
they should not try to substitute for the grassroots forces. 
Trey should not intercept the resources necessary for 
enterprises to innovate, and they should refrain from 
undertaking measures which - at that level - are bound to 
face the barriers of information, methodology, and motivation. 
In the discussed field, the state bodies may, and should, 
play a positive role by means of: 


* re.oving the rigidities in organizational structures and 
ecor.omic mechanisms; 


* supporting research work and initiating and funding projects 
which, because of long gestation or high risks, cannot 
be justified by micro-economic analysis; 


* organizing and support‘ng the redeployment of people whose 
knowledge and skills hav«e become obsolete in new 
conditions; 


* easing contacts among people and among enterprises, 
especially as regards international contacts; 


* cushioning the social consequences of technological and 
organizational changes. 


20. Rational, economically-warranted transformation of 
the physical structure of the economy is a key issue in the 











centemporary world. It flows from the rampant progress in 
science and technology. Restructuring, if based onthe 
criterion of economic efficiency, relieves the economy from 
the burden of incustries, products, or processes which are 
obsolete now or will become such in near future. On the 


other hand, it results in the rise and expansion of 

new sectors oriented to the future, offering prospects 
for high increases in labor productivity, and competitive 
in foreign markets. Restructuring is based on scientific 
and technological procress, but it also reinforces this 
progress, by providing the cconomy with technologies 
which offer big chances of further progress. 


It is expected from restructuring that it will: 


(a) prevent the economy from a slowdown in its growth, 
generated in earlier years by industries which have now 
ceased to act as “locomotives of growth". 


(b) help overcome the shortacs cf material and investment 
resources, caused by the high unit consumption of 

materials, energy, and capital in the present organizational 
structures. 


21. Restructuring involves investment, and as such 
requires the collection of financial resources. In the 
first place, of course, the goal is to make the economy 
capable of generating the necessary crount of pepita! fermaticn 
It is also important to provide organizational and ecunomic 
arrangements conducive to the flow of financial resources 
between economic organizations, and towards industries 
and firms which have good and promising ideas. Another 
condition for the success of restructuring is greater 
mobility of labor. 


22. A more open economy and broader participation in the 
international division of labor are necessary conditions 
for the satisfaction of many needs, for the overcomina of 
technology gaps, and for the attainment of high productivity 
of labor. In a country such as Poland, it would not be 
possible to meet the economic and social challances of the 
scientific/technological revolution without broad 
international contacts, without access to, and enrichment of, 
the internctional pool of knowledce, without technology 
trensfer, or without dynamic trece and cooperation with 
foreign partners. In effect of delays and recression in the field 
Palani's present position in intornational economic relations 
is not only below that of most countries of hich and middle 
level of development but also below the position of many 
developing nations whose overall cconomic level is lower than 
that of Poland. 
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The opening up of the economy to outside world means, 
in the first place, the expansion of exports. For Poland, 
this general rule is still more important, because of 
the foreign debt, the costs of its servicing, and the 
resulting drastic cutbacks on imports which hamper the 
country‘s economic development. 


In embarking on the second stace of the economic 
reform, we expect constructive cooperation from our foreign 
creditors and partners. On our part, what is needed most is 
an effective export expansion, to be carried out by all 
possible means, The feasibility of export expansion is a 
function of the degree to which the economy is balanced 
and of the economy's competitiveness in foreign markcts. 


23. The accelerated implementation of the economic 
reform should be accompanied by the development of theoretical 
studies and subsecuent perfection of practical arrangements 
in various areas, including the following ones: 


* the flow of financial and physical resources (on a commercial 
basis) between economic organizations; 


* the banking system and its structure; 
* the tax system; 


* pay incentives at socialized enterprises, labor mobility, 
and manpower economics; 


* work organization, and especially labor-team schemes 
involving autonomy in financial settlements and pay; 


* the functioning of state bodies, especially as regards 
the designing and implementation of economic policy; 


* organizational structures in the economy, taking into 
account the plurality of ownership sectors and types of 
enterprises. 


24. The acceleration of reform processes offers a chance, 
but this chance involves some social costs. An improvement 
in economic efficiency, a better operating market, a quicker 
technological progress, and consequently a hicher general 
standard cf living will be possible only if society accepts 
increased requirements and incroased effort; quicker growth 
of incomes cf indivicuals end workine collectives who are 
more able, more cnterprising, and ready to exert greater 
effort; ohenges in the structure of consumption (following 
changes in th. price pattern and market rebalancing); and 











threats to the stability of work in a given cnterprise, 
ané@ to the stability of performing one's trade, if the 
enterprise in question shows poor economic results. 


If no such acceptance is granted, not only will it be 
impossible to speed up the reform, but we will also face 
the prospect of gradual economic stegnation. 


25. It is necessary to continue strencthening the 
principles of autonomy, self-management, and self-financing of 
enterprises, to be coupled with their full responsibility 
for the attained economic results. In effect, this should 
permit general observance of the overriding socialist 
principle of social justice: “from each acco~cing to his “* 
ability and capacity, to each according to the amount and 
quality of his work." 


26. The quality of work is a special aspect of the 
second stage of the reform. Sociclism should provide equal 
chances for all - but with no automatiem in Cistrifuting the 
jointly produced effects. Pay differentials between those 
who work honestly and efficiently and those who work poorly 
should widen. At the same time, hich incomes from tax fraud 
and profiteering should be counteracted more vicorously. 

On the other hand, adequate social-welfare protection is 
needed for those social groups where it is not possible 
to improve one's living standard by means of work. 


The reform is an objective necessity. It provides a 
chance - but without automatic guarantees. It is the gost realistic 
program on accelerated development of the country, on 
cualitative changes and improvement in living standards. 
This concept has been confirmed and enlarged upon in the 
10th PZPR Congress resolution which stiesses the necessity 
cf radical changes, and calls for consolidating both: 
segments of the reform =- central management and enterprise 
activeness. The resolution is aimed at quick removal of 
soft spots and improvement in the efficacy of economic 
mechanisms which in previous years were weakened by 
disequilibrium, disfunctioning of the economy, an? [Western] 
restrictions. 


27. The reform will be a difficult process - not free 
ef eocial contradictions, and even conflicts. Therefore, 
special importance is now assumed by the state of socicty's 
economic consciousness and knowledge of basic economic 
laws and mechanisms, cost accounting principles, determinants 
cf our economy, and the magnitude of challanges facing it. 


If proper attitudes are to be shaped and public backins 
for *he reform received, vigorous political and informational 





activity will be required from all organizations and 
comaunities declaring their support for the program of 
reekthrough, radical reforms - end especially from the 
Party ami political aliiances, from PRON, trade unions, 

and social and occupational associations such as PTE 
(econetists], NOT [engineers], TNOiK [organization and 

managercnt)], the Accountants Association, and ZPP [lawyers]. 


t 
The economic reform offers a chance for the young 
generation, for innovators, for enterprising people ready 
to accept risks in a search for higher efficiency and 
personel success.This is 2 social group whose support 
should be soucht in the first place. 


PROPOSED #PRANGEMENTS 


Bal.» ing The Zconony 





2&. Economic equilibrium - covering the markets for 
consumer coods, production supplies, capital equipment, 
and labor, and the spheres of finances and foreicn trade - 
is a necessary condition for a consistent application of the 
enterprise self-financing principle, for smooth operation 
of economic regulators, and consistently for smooth operation 
of seif-reculating mechanisms. Rapid balancing of the 
economy is thus a major task for the second stace of the 
reform. 


The coal of balancing the economy and creating smooth- 
ly functioning markets will be soucht through systemic 
changes and economic policy measures aimed at hiaher 
productivity, efficiency-oriented chances in the econoric 
structure, higher production (supply) of coods and services, 
and demand rationalization. 


29. A special role in balancing the ecoromy will be 
playec by measures aime! o= production crowth and hicher 
econ-mic efficiency, including the elimination of middlemen 
in *rade in production supplies; abandonment of the rationing 
of raw and intermediate mecterials; reduction of oc vernment 
orders; tightening up of consumption norms in the sphere of 
production and plant overation; liquidation of inefficient 
economic organizations featuring hich unit consumption of 
materials and energy and low productivity of labor; emphasis 
on the technical level and quality in product acceptance 
procedures; more rapid turnover in capital seats. 


Neacures designed to release all factors of supply 
growth »:1ll be accompanied by undertakines rationalizine 
ccnenc, such as effective control of pay qarowth in the 




















mater:.al and nonmaterial spheres, more strincent principles 
and terms of enterprise creditinc, changes in the subsidies 
system, introduction of mrket mechanisrs to new areas of 
the ccoronmy, chances in the price pettern, and the setting 
of realistic levels for other economic parameters. 

30. Mandatory wholesalinc of raw materials, intermediates, 
and machinery has been substantially reduced this year. In 
1966-1929, further limitations will follow. In effect, 
super: luous orcanizational units in the sphere of production- 
supply trade will be licuidated, and the organizational 
structure of this sphere improved. Still this year, a review 
of orcganizational structures in the sector of production- 
supply distribution will be mounted, under the auspices of 
the Party and Government Commission for the Review and 
Modernization of Organ: zational Structures in the Economy 
erd the state. 


By 1990, rationing will be abandoned - in respect to 
consumer goods mn the one hand and raw materials, interme- 
Ciates, machines, equipment, and transport vehicles or the 
other (with the exception of fuels and enercy, and the nost 
scarce items). 


The flow of means of production to enterprises will be 
regulated by direct contracts between enterprises and by 
their financial potential. In order to reinforce durable 
contractual relations in the sphere of vroducer goods 
Gistribution, a broader use will be mace of econoric stinu- 
li, such as preferential credit facilities, price 
surcharges and rebates, and removal of administrative price 
controls. 


These measures should help to improve the sphere of 
producer goods distribution, cut excessive inventories, and 
better adjust the surply of raw and intermediate materials - 
through the market mechanism - to the demand from the most 
efficient producers and the requirements of economic 
equilibriun. 


31. The extent of covernment orders for standard 
products will be credually narrowed, so that starting from 
1990 these orders should be confined to the imolementation of 
R&D projects and to the launching of products and processes 
which involve high risks and are connected with the program 
on restructuring and cuts in unit consumption of materials, 
fuels, and enercy. 


The reduction of the scope of government orders will 
be conducive to the develoment of market relations in the 
sphere of production supplies and investment resources. 





32. The artificial division of the domestic distribution 
system into its market secoment [for the vopulation and 
private trades) and producers’ segment [for socialized 
enterprises] will be abolished. Opportunities will be 
provided - with no administrative curbs - for private tredes 
and the population to purchase articles from sales networks 
of distributors of the means of productiun, and for economic 
units to have access to sales networks of consumer coods 


@istributors. 


33. In the Cistributive sector, incluting the procure- 
ment of farm produce, the areas reserved for exclusive 
servicing by particular crornizations will be opened up. 
The share of producers in cistributive activity should 
increase. This will be of special importance for the sphere 
of farm procurement - in resvect to state enterprises 
processing the rav materials purchased [by monopolized 
cooperative networks). Direct orcanization of distributive 
activity by producers shoul” be based on eccnomic analysis 
and should reflect their technical potential. This is 
particularly true of such areas as meatpacking and fatstock 
procurement, crain milline and feed production, crain 
procurement, fats production, etc., but it mey also aoply 
to the farm equipment industry or the fertilizer industry. 


Conducive to this will be the provisions of the 
Anti-lonopoly Act, according to which any restrictions in 
the rroducer’s or the buver‘’s access to distributive 
activity are treated as monopolistic practices. 


The form of factory stores will be promoted - if 
only proluccrs find them a commercially viable proposition. 


34. Growth of high-quality procuction will be served by 
the system of consumption stanCards for raw materials, 
intermediates, and onmergy in the spheres of production and 
operation, and by systenmbof technical-level assessr ‘nt 
and gualiteative inspection of products. Bans will .. 
consistently imposed on products involving input consumption 
above state consumption standards, on equipment whcse 
operation involves high consumption of material resources, 
and on products of low technical level and poor quality. 


35. The restoration of economic equilibrium will be served 
by the elimination of inefficient economic units - as a 
resuit of consistent observence cf the principle of self- 
financing. At the same time, the principle will be observed 
that an onterprise's inability to self-finance entails the 
forfeiture of its richt to autonomy and - if internal 
recovery proceedings prove ineffective - leads to its 
liguidation and transfer of assets to other, more efficient 
economic organizations. 








The proce@ures provided for in the State Erter)rises 
Finencial Pecovery And Bankruptcy Act will be applied with 
determination - inclucing the licuidation of an enterprise 
in question. 


Still in 1987, the enforcement of this Act will be 
intensified, especially in respect to enterprises featuring 
high unit consumption of materials and energy and low 
productivity of labor. This should contribute to releasing 
inefficiently-employed physical, financial and manpower 
resources, and consequently to opening up new opportunities 
for more cfficient enterprises. 


36. Greater attention will be paid to expanding 
imports of goods with hich rativus of zloty-denominated 
value to herd-currency expenditure. In particular, such 
imports shovld be financed with resources carned 
from domestic sales for hard currency [Pewox, Baltcna, 
etc.]. This should increase and enrich market supply. 


37. In balancing the economy, measures aimed at supply 
growth must be reinforced by undertakings Cesignes to 
rationalize demand. The tapping of all opportunities for 
h gher production of consumer goods and services will be 
accompanied by effective control of pay growth in the 
sphere of material production and in non-trading institutions. 
Ané in order to make pay growth control effective, wace- 
fund [taxation] formulas will be applied in the 
motcrial sphere, and uniform pay principles will be 
followed in the non-trading sphere. 


In the sphere of material production, rmphasis will be 
placed on the threshold formula and the ‘o~"wla of individual 
pay taxation - to be coupled with simult.rcous high, 
prohibitive taxation of wage growth above limits defined 
under these formulas, and with the reduction of concessions 
and exemptions from inflated wage growth tax (to be 
confined to export-linked concessions). 


The more effective control by the “Center” of the 
amount of funds earmarked by enterprises for wages will 
be accompanied by a fuller autonomy of enterprises in spending 
these funds. This should influence the rationalization of 
employment and the balancing of the labor market. 


38. The restoration of equilibrium will be served 
by changes in the system of subsidies, to be introduced 
starting from 1988. 





The goal will be to seek uniform rates of product 
(indirect) subsidies - and in cases where differences in 
procuction costs arise from diversifiec conditions (e.g., 
costs of transporting rew materials), a separate subsidy 
shcvid be set to finance higher costs incurred ou!side the 
prccucer’s control. 


At the same time, wierever possible, arrangements will 
be made to subsidize a pirticular consumer (buyer) who, for 
reasons Of social policy considerations, should be granted 
@ minimum level of consumption. This will apply primarily 
to such yoods ag apartments, to xunicipal services, and to 
some soi, services such as kindergarten education and 
recroction. This means that prices for these services will 
be sct at levels corresponding to their real costs, and 
that purchases of these services and goods by citizens with 
parcticulcrly low income levels will be partly subsidized. 


39. Changes .n the subsidies system will be accompanied 
by a broader tapping of local funds (housing, welfare) as 
a source of cost re-funding for low-income buyers of some 
goocs and services. This will make possible a substantial 
recuction. of Treasury resources which, under the present 
system, have been partly used to subsidize a high level 
of consumption of high-income groups. 


The present subsidies to rents or to municipal services, 
set in relation to the unit of apartment area, to the 
physical unit of heat consumption, etc., have the effect of 
channelling the biggest sums to people with the highest 
standard of housing conditions. There is a similar 
situation in the system of subsidies to passenger transport 
or to many consumer goods. 


Changes will be mace in the system of subsidics 
to procucer goocs used in agriculture - by moving away from 
the subsidizing of goods, such as mineral fertilizers, feed, 
or pesticides, to the subsidizing of purchase costs. 


Changes in the system of subsidies should contribute 
to reducing the amount of subsidies and restricting the 
redistributive functions of the State Treasury. 


40. Savings will be made in Treasury expenditures, 
especially in spending on administrative staff, and in 
other areas, primarily the financing of enterprises and 
investments. 


41. The rebalancing of markets for production supplies 
and capital equipment will be sought through more stringent 
principles and terms of crediting. | 








Introduced into banking practice will be the category 
of durable creditworthiness, describing the capacity of an 
enterprise to self-finance its operations in effect of long- 
term Gevelopment projects, This is of great importance in 
assessing enterprises’ Gevelopment programs and financial 
recovery programs. 


The role of the interest rate will be incressed with 
the introcuction of the principle that the base interest 
rate must not be lower tt.an the rate of inflaticr. Further 
Gifferentiation of interest rates on GROW Es above the 

ase rate, will reflect maturity and the risks involved. 


42. The terms of investment financing wili be tightened 
up, especially in respect to Treasury funds. The principle 
will be enforced that project funding can be provided only 
on condition of punctual completion 

and avoidance of cost overruns. The system of 
investment sureties will be anplicd in order to check 
excessive demand for investment in buildings [rather than 
capital equipment]. 





43. Changes will be made in the principles of 
crediting housing construction - private and cooperative - 
by moving away from the crediting of cooperativestowards the 
er-diting of indivicual cooperztive members, and by 
Giversifying the amount of credit and interest rate in 
accordance with the size and standard of apartments. 
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44. Saving opportunities will be broadened - both as 

regards - the existing forms and the new ones, such as 

purchase of bonds, contributions to pension funds, etc. 


45. The restoration and consolidation of equilibrium 
will be served by the broadening of the areas of the economy 
to be governed primarily by the market, with central 
control confined to shaping the market. 


These areas will be marked by the system of contractual 
prices, free from direct administrative irter ference. 
In the purest form, this is now seen in markets for fruit and 
vegetables and for eggs, and in the glassware/ceramics 
and footwear industries. Shortly, this arena will be 
broadened substantially - starting with following industrics 


the whole of electronics; household appliances; cars 
(drawing on sales tax); part of the textile/clothing/leather 
industry, especially wool products, clothing, and hvsiery; 
furniture; some portions of food processing, including 

dairy products, cereal products (although in these two 
branches, it would be also reasonable to set lump-sum 
preduct subsidies to cOntractual prices), and confection ry. 








If new areas of production are to be embraced by 
market mechanisms, this will require in the first place that 
curbs on pricing are removed and rationing eliminated (bdéth 
from the sphere of purchases and sales). Initially, this mey 
lead to substantial, diversified price movements, and to 
disturbances in production - caused, e.g., by the elimination 
of the hichest-cost producers, or by the loss of access 
to production supplies under the new conditions. On the 
other hand, the role of the market as a verifier of the 
quality and quantity of production, etc., will increase. 





Another. area of the economy ccnsists of sectcre 
which, for historical reasons, are marked by a high degrec 
of monopolizgstion of production or by large-scale, long- 
term diseauilibrium, and where there are neither economic 
conditions nor possibilities for competition from other 
producers or from foreicn suppliers. This area will be 
systematically narrowed. 


First, steps will be taken to split-up those enterpriscs 
which enjoy monopolistic position and whose set-up makes 
it possible to hive off technically- and economically- 
independent units. In respect to inefficient component 
suppliers, banks and administrative bodies will apply - 
with dispatch - the procedures of the State Enterprise Financial 
Ruc.very =n. Bankruptcy ict. This should help shorten the 
period of disturbances in production. At the same time, 
the transformation of the status of such enterprises 
towards mix-ownership enterprises, or companies owned by 
the buyers concerned - will be encouraged. 


The thirc area of the cconcmy consists of infrastructural 
sectors featuring high capital-output ratios and low 
mobility of production factors {organized, for technical 
and economic reasons, into large production organizations), 
and public utility sectors in which the operation of 
market mechanisms is limited. These include mining and 
power generaticn, raw material stages of the metallurgical 
industry, :ublic transport “nc c rmunications, the fuels 
incustry, <tc. In resrxct t this areca, the central 
eontrol cf the fliw .f financis) cna rhvsiccal rescurces will 


be ticht.m2 oun, while crest. Fr us will be mate of economic 
mechanisuas in the vupernaticn of internal creanizational 


units. The .xt.nt of this area of the cconomy will be 
reocuced, in step with the emergence of appropriate conditions. 


46. The coal of balancing the economy and keeping it 
in equilibrium requires that the pattern of prices be 
changed to ensure: 








* a greater extent of equilibrium prices, which would 
than assume the character of exogenous parameters for enter- 
prises; 


* a greater extent of [foreign trade] transaction 
prices, as a basis for setting the prices for basic raw 
and intermediate materials; 


* a sub-marcinal level of the exchange rate, correspond- 
ing to the real costs of exvorts (with the exception of food 
and farm-produce exports). 


47. The pace of transforming the price pattern will 
have major influence upon the course of balancine individual 
markets and making the levels of economic parameters more 
realistic - and consequently, upon the pace and extent of 
expanding enterprises’ real economic autonomy and abandoning 
customized, administrative control of economic activity. 


Three variants are pxrcsposed for the transformation of 
the price pattern: 


(1) an operation to be carried out in a sinale year; 

(2) an operation to be carried out in 2 to 3 years; 

(3) a step-by-step approach, to be spread for many years. 
Each variant has its pluses and minuses. 


The first variant may provoke, upon its implementation, 
a wave of necative public feelinc ~- but the positive 
economic results arising from equilibrium would emerge 
guite soon. 


The second variant, planned for 2 to 3 vears’ implementa- 
tion, should not acive rise tS such necative reactions, 
although tHere is a danger that they could enerce towards 
the end of that veriod. The organizational and implementine 
risks are also lower, since mistakes could be corrected more 
easily under this variant. If chosen, it would have to provide 
an adequate sequence of measures aimed at chancinag the pattern 
of prices. The first to te affected would be the prices of 
coal, a production-supply item, and, amona consumer coods, 
of meat and meat products (to be coupled with a simultaneous 
elimination of subsidies). 


The step-Ly-step variant could be received by the public 
with relative calm, but at the same time it would mean much 
longer continuation of financial and market disequilibrium 
and of an incorrect price pattern - with all their adverse 
consequences for motivation to efficiency-oriented attitudes 
among individuals and enterprises. The implementation of this 
variant would require very harsh and firm restriction of 
wage-fund growth opportunities. 
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46. In the pricing system, the principle of setting 
prices Ss for basic raw and intermediate materials at transaction 
price levels will be firmly observed. 


49. The extent of contractual prices will be broadened 
at the expense of official prices, to be coupled with a 
Simultaneous abandonment of reculated prices. 


As a principal means of influencing price dvnamics, 
upper limits will be set for the permissible growth of prices. 
These may be percentagewise limits - but in respect to 
basic raw and intermediate materials and products which, to 
a large extent, are traded internationally, these ceilings 
should take the form of absolute value corresponding to 
average transaction prices [foreign trade price times the 
official rate of exchange - ed. note]. In step with the 
balancing of individual markets, administrative curbs on 
price movements will be phased out - except for cases to 
which provisions of the Anti-Monopoly Act are applicable. 


{[Producers'] obligation to present a contractual-price 
calculation sheet and the principle of basing these prices 
on the category of warranted costs should also be d:iccarded. 
In practice, the present arrangements vrovide a psychological 
basis tor setting prices at cost-plus levels. Sut enterprises 
would be required - under financial and general regulations - 
t> produce ex post cost-calculation sheets, to enable the 
inspection - by the entervrises themselves and by the state's 
financial agencies - of cost accounting and reportinc. 


50. Chances in the pattern of prices will result in an 
increase in their general level. The highest growth will be 
scen for the previously subsidized articles and the lowest 
for items tiighly taxed with sales tax (reflecting the 
possibility of partial reduction of the tax rate). 


Changes in the level of prices will be accompanied by a 
growth of the general level of incomes, stemming from com- 
pensatory arrengements ~- necessary in such cases - mostly 
in the forn of lowest-pay indexation. The principle to be 
foliowed will be to keep the growth of overall personal 
incomes at a rate not higher than that of prices (excluding 
the prices 6f alcoholic beverages and cigarettes). These 
processes, however, may be accompanied by changes in the 
level of real incomes of individual groups of the ponoulation. 


51. A growing role in the process of balancing the 
economy will be played by economic parameters and instruments. 
Serving this will be uniform principles for controlling the 
behavior of economic entities by means of financial instruments, 
and the setting of realistic levels for economic parameters, 
especially the following ones: 








* sales tax with diversified rates, regulating the 
level of prices in accordance with the requirements of 
equilibrium; 


* the rate of exchange (it will be used both to control 
foreign trade exchanges and - to a growing extent - the 
level and structure of domestic orices, especially the 
level of prices for basic raw and intermediate materials) ; 


*the principles of calculating fixed assets depreciation, 
the level of depreciation allowance rates, and the system of 
depreciation allowance division [between the Treasury and the 
enterprises) ; 


* the principles of financial settlements in foreign 
trade; 


* the system of investment sureties for construction 
operations; 


* the interest rate on bank credits and its diversi- 
fication; 


* the principles of controlling the amount of wage 
funcs at enterprises; 


* the principles regulating access to foreion currency. 


52. In step with progressing balancing of the economy, 
with a a view to ensuring the durability of the achieved 
eguilibrium, steps will be taken to reduce the growth rate of 
finwac’ al demand - both from enterprises and from non-trading 
insvitut.ors. A portion uf Treasury resources, obtained in 
effect of subsidy reduction, will be used to repay the 
Treasury's debt to the [MBP] bank - while the amount of credit 
availa»le to enterprise will be kept at the [previous] 
level recuced by the amount of debt repayment. 


Broadening Enterprise Autonomy and Promoting Sntrepreneurship 


53. The autonomy of enterprises will be deepened primarily 
by means of removing the still existing formal and organt 
zational barriers of various kind. Measures to be taken 
in this field will consist in: 





* authorizing state enterprises to set up, or join, 
commercial-law companies, in cooperation with any type of 
economic entity - whether socialized (state enterprise, 
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cooperative, social organization, State Treasury), or 
private; in the case of companies involving private-sector 
partners, some restricticns may be considered, e.g., the 
requirement of a permit from the parent body, or a minimum 
limit for the socialized unit's share in the company's stock; 


* providing the possibility of transforming state enter- 
prises into commercial-law companies; 


* providing the possibility of establishing joint-stock 
companies in which part of stock shares could be sold to 
employees as registered shares; 


* introducing legislation under which commercial company 
charters could include provisions on the formation of worker 
self-management and on the inclusion of self-management re- 
presentatives to supervisory councils; 


* broadening the extent of entities eligible to issue 
bonds, to include natural persons; 


* verifying regulations on commission sale schemes, so 
as to make it possible to apply this form to construction and 
component production as well; 


* revoking state enterprises" obligation to ask parent 
bodies for permission to enter associations or other groupings; 


* opening up associations and other groupings of state 
enterprises to other socialized-sector units; 


* removing the restrictions in economic units’ access to 
licenses for independent foreign trade operations - both as 
regards the required size of «exports and the restrictions 
concerning product range and geographical pattern of markets 
enterprises’ obligation to present an opinion of the parent 
body upon applying for the license will be lifted, and the 
practice of consulting the established foreign trade agencies 
on this subject will be discontinued). 


94. The autonomy of cooperatives will be increased. 
The obligation to receive [from the authorities] a statement 
on the purposefulness of establishing a cooperative will 
be lifted. The room for cooperative activity outside the 
structure of central cooperative unions will be broadened, 
by offering the possibility of associating in a Supreme 
Cooperative Council. The principle of mandatory formation of 
centraiized development funds at the central unions of 
cooperatives should be abandoned. 
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The central unions will be relieved of the tasks anc. 
functions of parent bodies, performed so far, such as 
issuing opinions on wage systems or on applications for a 
foreign trade license, handling formalities connected with 
government orders, etc. 


The existing multi-tier organizational structure of 
cooperative unions will be verified. 


55. Conditicns will be consistently provided for the 
development of economic activity in any ownership form and 
in anv orgavizational structure - if only the activi’y in 
quest/on complies with the law. 


Serving this will be the possibility of initiating the 
establishment of state enterprises and commercial companies 
with capital participation of state enterprises, cooperatives, 
natural persons, and private firms. 


State enterprises, together with various types of 
socialized-sector units (ccoperatives, commercial companies, 
mixed enterprises) are - and will continue to be - the prin- 
cipal elements of the national economic systen. 


The broader opportunities for establishing various types 
of commercial companies by the existing enterprises and 
companies will be accospanied by a more intensified process 
of estrblist.‘ng new state enterprises, directly on the basis 
of State Treasury resources. This process will be targeted 
mainly at small-sized and locally-operating innovative units. 


56. In accordance with the provisions of the Anti-Mono- 
poly Act, all agreements on enterprise associations will 
be verified - still in 1987 - from the standpoint of fight 
against moncpolitic pructices, such as the exclusivity of 
distribution or rationing, market division, etc. 


. Opportunities will be provided for the establishment 
of sakesoutoes - especially small ones, in the form of com 
mercial companies - which would undertake commercial application 
of selected R&sD findings. The investors concerned will be 
allowed to join such compzz.ies - to be set up by state enter- 
prises and R&D establishments - as shareholders earning 
incaoze also on this account. Stable and beneficial economic 
comitions for such units, irrespective of the type of owner- 
ship or organizational form, will be provided in a law on 
small new-technology units. 





58. Legal and economic conditions will be provided for the 
development of private economic units and commission-sale 
schemes in the distribution, catering, and small businesses 
sectors, and also in some segments of construction anc 
component production. 


59. In all ownership sectors, the procedures involved in 
the starting of economic activity will be simplified. 


The required documentation will be simplified and the 
number of institutions licensing the start-up of a given 
type of economic activity will be reduced. The requirement 
to obtain permits for individual kinds of economic 
activity will be gradually replaced by the system of 
[newcomers'] statements on the start-up of economic 
activity and of control of this activity's coherence with 
state standards currently in force. 


60. The opportunities for the flow of financial resources 

- not Only through the form of commercial companies - will 

be broadened. The form of securities will be activated - by 
permitting individuals to purchase and trade in bonds, and 

by issuing regiStered shares for employees. In step with 

the development of commercial companies, there will emerge 

the problem of organizing the turnover in shares {in the 

case of joint-stock companies). 


It is expected that socialized economic units | be 
allowed to trade in their rights to [foreign currency 
funds on export-revenue accounts [RODs] still this year. 


This requires that work be started on the organization 
of trade in securities in conditions of the socialist 
economy . 


61. In respyct to small socialized enterprises, the tax- 
book system will be introduced as a basis for financial 
settlements and their recording. Accordingly, the system 
of records and documentation will be simplified, as will 
be the system of taxes paid by these enterprises. This should 
help to improve their employment structuresand increase 
flexibility. 


62. There will be a general review of the principles 
of documentation and recording binding on socialized economic 
units, anc state enterprises in particular, with a view to 
make the reiated activities much less time-consuming. Steps 
will be taken to relieve enterprises of functions which 
should be performed by the state's financial apparatus, 
such as the calculation and collection of taxes from 





private economic units, the calculation and collection 
of personal-income equalizing tax, etc. 


Work on transforming the state statistical system, 50 
as to allow greater integration of statistical information 
and its multiple utilization, will be speeded up - which 
should make it possible to simplify the reports required 
from enterprises and to reduce the number of these reports. 


63. A successive review of legal regulations governing 
economic activity will be carried out soon, in order to 
eliminate regulations which are incoherent with the 
economic reform and to restrict the numberof lower-rank 
legal acts. Wherever possible, useful and stable regulations 
should be included into the provisions cf Sejm-law-level 
acts, thus reducing the extent of delegation of authority 
in the latter. 


An important role in this process should be played by 
an automated system of legal information. The well-advanced 
work on this subject should be completed, and 
its results introduced into practice, as soon as possible. 


6¢ Work will be started on adjusting the Civil Code to 
the requirements of large-scale commerce (primarily as 
reger4s trading among socialized economic units). It is 
truc that, in addition to regulating general distribution, 
the Civil Code may perform the function of an econcmic 
code, but this will require its adaptation to the requiroments 
of lcrce-scale commercial activity. 


And since the “comnetcialization"” of the Civil 
Code must bring about rurther diversification of its 


provisions, the possibility of preparing a separate economic 
code should be considered. 


It is also necessary to modify administrative law, 
firancial lew, and labor law - to adjust them to the 
requircnents of the economic reform. Great importance 
i- being sasumed by regulations concerning the forms of 
public property, the organization of supervisory activity, 
orcenisational forms of economic activity, and relationships 
between economic organizations and bodies of state 
administracion. 


6é5. The system of lesal servicing of economic units, 
especially small ones, will be developed - by providing 
the room for the institution of a toam of legal couns:!lors 
at enterprises (in addition to the institution of the 
enterprise legal counsellor, known at present). To orders 
from economic units, such teams could handle the entiroty - 
or part - of the matters of a given enterprise. 





66. Conditions will be provided for selecting to the 
managerial steff the most talented people - those with 
edequate knowlecge, skills, and attitudes. 


New pay principles will be introduced for heads 
of sizialized economic units, linking their salaries 
in a direct way to the eccnomic performance and development 
of units run by them. In units capable of setting aside 
huge resources for development purposes, the income level 
of those heading them will differ substantially from 
averege incomes earned in tha national economy. This will 
also apply to managerial personnel at lower levels, within 
the enterprise in question. There is e need for 
keeping an adequate managcrial-pay hierarchy within 
enterprises - to provide stability for the managerial 
personnel, which should combine entrepreneurial skills with 
Geep commitment to the company. 


In addition, in order to stabilize the managerial 
personnel and enable managers to pursue an effective strategy 
of changes, possibilities will be provided for a broader 
application of fix-time labor contrects [for managers). 


67. In order to develop entrepreneuriel qualities of 
managers, a national system should be created to select, 
train, and upgrade the greatest managerial talents. 
At present, running an enterprise requires more and more 
expertise and knowledge of managerial techniques, economic laws, 
legal regulations, and social and political matters. 


The training of candidates for managerial posts 
and the upcrading of manegers requires durable cooperation 
from universities end managericzl training institutes. 
There is a need for the restoration of the system of 
manegeriel cadres upgrading - at the central, ministerial, 
and regional levels. 


68. In the system of managerial staff assessment - both 
as regards formal assessments and public appraisals - 
the following criteria should come to the fore: 
the economic performance of the enterprise, its capacity 
to generate economic surplus for development purposes, 
rexciness to embark on new, risky ventures, and 
commercialization of RsD findings. 


69. The lecal autonomy of economic organizations and of 
self-management bodies - as a basis for entrepreneurship - 
also requires some changes in the relationships between 
society and its representative bodies on the one hand and 
bodies of the enterprise (director, self-management body) 
on the other. 








The establishment of competent social inspection bodies 
should be speeded up - to subject to substantive control 
the operations of enterprises, and especially those enjoying 
fully or partly monopolistic positiom. As things stand at 
present, all problems concerning current functioning of 
the market, services, or technological progress are 
being tackled in the society-vs-state-administration 
context. 


Entrepreneurship at economic units must transcend their 
bouncs - covering marketing problems, the shaping of sOQcial 
environment, etc. 


Developing Self-"“anacements 





70. The concept of worker self-manacement hae proved 
its worth over the five years of the oreration of the 
economic reform. It has promoted broader participation of 
the working class - of all employees of state enterprises - 
in the running of the econory, and has been conducive to 
developing a sense of responsibility for the effects of 
economic activity. The durability of self-management orien- 
tation should constitute an important feature of the socia- 
list systen. 


This is connected with the need for measures which 
would stimulate further development of worker sel f-manage- 
ment and help overcome barriers to this development. 


The discarding of bureaucratic and technocratic habits 
should be conducive to self-management bodies’ activities 
aimed at integrating the workforce around the implementation 
of ever more difficult tasks, providing proper atmosphere 
for efficiency, honest work, and initiative, and combining 
the interests of the work’ crce with those of the community. 


Vorker self-manacement is a social force which should 
play a much creater part in generating public suprort for 
the program of qualitative changes in the functioning of 


the economy. 
This should be served bv: 


(1) systemic measures, desicqned to deepen the principles of 
enterprise autonomy and self-financing, and to stabilize 
the rules of the economic came; 


(2) socio-political measures aimed at a fuller tappina cf 
worker councils’ powers and fuller realization of the 
statutory model of partnership relations between self- 
management bodies and the enterprise director; 





{3} continucus assistance to self-manacement bodies in 
cadres training, liecgal consultancy, pooularization of 
experiences, and research activity (here, an insnriring and 
coordinating role should be played by the Center for Self- 
Manacement Studies, set up by the Council of State); 


(4) the deepening of ties between worker councils and the 
workforce - the former should provide broajer information 
for employees, an? shcu-d ccnsult them, and seek their 

support, on the most importunt matters of the enterprises. 


If the relations between the direct and worker self- 


management are to be based on the principle of partnership, 
the following will be required: 


from the director: 





* to regularly inform the workforce and self-management 
bodies about the situation of the enterprise, and about the 
implementation of self-management resolutions; 


* to honestly present the consequences - for the 
enterprise and for the national economy - of various 
alternative variants of proposed decisions; 


*to help consolidate the position of worker self- 
management, and to support its initiatives on matters 
concerning the enterprise; 


from self-managerent bodies: 





* to support the director's measures aimed at the best 
utilization of enterprise capacity, at effective management, 
and proper selection of managerial personnel; support 
measures designed to strengthen work discipline, increase 
productivity of labor, and improve occupational safety. 


Raising the status of worker self-management is 
inseparably connected with strengthening the position of 
the Girector and promoting entrepreneurship among tie 
managerial staff - in conditions of further consolidation of 
the position of the enterprise in the national economic systen. 


234 Greater efficacy of self-management activities 
targeted at eo efficiency at enterprises is closely 
linked to the development of the system of labor teams. 


The experiments conducted in recent years indicate that the 
labor-team systom, operating on the basis of contracts 
signed with management, offers opportunities for major 
increase in output and labor productivity. 

















In developing the labor-team system, the principle of 
voluntary access should be observed in full. Also, 
materisl izcentives should be provided for management, 
engineering stcif, anc back-up services, so as to 
stimulate better organization ad win.<tmp..4 operation of 
the enterprise, which is inseparabi, linked to the 
Gevelopment of the labor-team systen. 


72. The system of labor teams offers conditions for an 
accelerated development of the country - owing to its 
following advantaces: 


(1) The system requires entrepreneurial qualities from 
the managerial personnel. In a way, it enforces initiative 
“at the top” in addition to initiative “at the bottom." 


It makes possible a merger of the “managerial concept”, 
placing emphasis on the entrepreneurship of the director, with 
the self-management concept, otiented to grassroots 
initiative of the workforce. 


(2) The system deepens the present concept of worker self- 
management and ensures closer links between self-management 
bodies and the entirety of the workforce - by enriching 

the present forms of indirect democracy (worker councils) 
with the forms of direct democracy within the labor teams. 


(3) The system makes possible fuller implementation of the 
principle of social justice - by linking pay growth 

more closely to the growth of labor productivity. Labor 
team members have a say on the division of aggregate 

pay, taking into account individual members’ real inputs 
of labor. 


In this way, more favorable conditions for implementing a 
major principle of the economic reform will be provided - 
without resorting to administrative coercion. 


73. Conditions will he provided for developing the 
syc*om of labor teams involving financial indepen'ence 
of the teams. Labor law provisions will be changes, and 
coiiective labor-bargaining contracts will make it possible 
for enterprises to exp.ocy workers who will be paid minimum 
wage as a guaranteed pay, the final level of individual 
pay being set in accordance with the effects of the team's 
work ond independent division by the team of the combined 
ornount of pay it has earned. 


The development of the labor-team systom helps to 
reconciie the principle of self-management with emphasis 
on entceproneurship and higher productivity. 








74. Taking into account the experiences amassed in the 
course of the operation of the law on people's councils and 
local goverrmert, steps will be taken to broaden the 
functicns and the extent of legal, organizational, and 
propertr-holding independence of local self-government 
bocies. This will mean their capacity to carry out public 
projects on their own behalf, and the right to dispose of 
municipal property. 


The introduction of the notion of municipal property 
into the system of socialized property will be effected 
throuch a transfer of state property to local authorities 
which so far have only managed this property. This 
necessitates the passing of 4 law on municipal property 
{including municipal enterprises), which will provide 
e basis for the local cuthorities to expand and dispose 
of property. 


The town and the gmina should be the principal local 
units, in their capacity as economic entities. Voivodship 
level bodies should only «ley supporting and coordinating 
roles - drawing on the existing legal instruments. The 
basic units shovld enjoy a richt to establish institutions 
and gunicipal groupings, such as unions of towns or gminas, 
and to set up credit/finance institutions, such as municipal 
banks. 


One line of action will be to cede to local authorities 
a growing number of enterprises, now overseen by central 
bodies and opesating mainly in local markets. The character of 
this process will depend on which variant of proposed 
changes in parent-body functions is chosen. 


75. People's councils’ participation in incomes from 
socialized economic units secttliixc their accounts with 
the state treasury will be broadened. It is desiralle to 
grant local authorities a share in corporate incon tax 
payments. The system of equaliz‘ng and special-purpose 
subsidies will be perfected. The principle should be observed 
that an improvement in a people's council's own revenues must 
not entail a reducticn of its long-term quotas of special- 
purpose and eqvalizing subsidies. Also, the role of local 
taxen and surcharges should be increased - both as regards 
their amount and people's councils’ authority to impose then. 
In this, new experiences from the 1987 authorization of 
people's councils to impose surcharges on the prices of 
tourist services and articles should be drawn upon. 





Self- financing 





76. The self-financing of enterprises provides the 
principal mechanism making possible current adjustment of 
the size and structure of enterprise output to the 
reguirements of society, as reflected in the domestic 
marke:, and to the requirements of international markets. 


The principle of self-financing can operate smoothly 
only in conditions of economic equilibrium, active role of 
prices (providing information about the current state of, 
and changes in, individual markets), and flows of 
financial resources among individual enterprises and sectors. 
This applies to all existing types of enterprises: state 
enterprises, cooperatives, mixed enterprises, commercial 
companies, and private firms. 


The self-financing principle, understood as the capacity 
of an enterprise to cover its expenditures with its own 
money revenues, will constitute a condition for enterprise 
autonomy and - in the case of state enterprises - for 
the self-management of its workforce. 





77. In effect of « determined enforcement of the relf- 
financing principle, profit and profit rate will grow 
in importance in enterprise operations. 


These two elements exert the greatest influence upon an 
enterprise's capacity to self-finance its current operations 
and development. They will be also key criteria in assessing 
enterprise performance and re"wnherating its management and 
workforce. This will help to increase enterprises’ interest 
in cost reduction, savings of production factors, labor 
productivity growth, and technological change. 


78. In controlling the economy, an increasingly important 
role will be assumed by financial instruments. When applying 
these instruments to control the behavior of economic 
entities, uniform principles will be applied. Two principal 
variants are possible in this field. 


ariant I - reducing the amount of nominal taxation 
(corporate income tax, depreciation-fund division, 
contributions to the Foreign Debt Servicing Fund). 


This variant wovld mean a curtailment of the nominal 
burden of corporate income tax and of contributions to the 
Foreign Debt Servicing, and the abandonment of depreciation 
fund division. 


At the same time, it would be necessary to back out 
of automatic concessions in corporate income tax. 





Subsidies to investment projects in the sphere of material 
production should also be discarded. 


The main factor influencing the lines and structure 
of production would be the market - and especially an 
active price policy on prices and sales tax. 


Auxiliary instruments would include legal and 
administmative instruments, such as inputs-consumption and 
quality standards and bans on the production and distribution 
of articles which fail to meet the standards. An important 
role would also be played by credit policy. 


Variant II -rmintainix the relc:tively high level of 
nominal taxation of enterprises. 





This variant would mean che continuation cf the 
present rate of corporate income tax, to be coupled 
with the Givision of the entirety of depreciation funds. 
The present complicated system of depreciation division, 
linking it to tre character and manner of fixed assets 
financing, would be discarded. But the system of 
concessions in depreciation-fund payments to the Treasury, 
in accordance with the adopted line of investing, would 
be maintained. 


Also, opportunities should be provided for authorizing 
enterprises - especially the exporting ones and thcse 
covered by restructuring programs - to apply flexible rates 
of depreciation division. 


Consideration should also be given to the abandonment 
of contributions to the Foreign Debt Servicing Fund. 


Under the discussed variant, a stable set of concessions 
in corporate income tax would be introduced. - oriented to 
types of economic activity and reflecting structural policy 
preferences. The concessions should be granted on account 
of: exports, commercialization of R+D findings, savings 
of energy and raw materials, environmental protection quality 
improvement, development projects in areas covered by 
structural policy preferences. The system of subsidies 
should be oriented to particular kinds cf economic activity 
rather than sectoral affiliation of a given unit. 


Measures taken by enterprises in accordance with the 
concession~system preferences should result in major 
reduction cf the real rate of enterprise taxation. 


79. Both variants of the system of enterprise’ control 
call for the elimination of various kinds of centralized, 





special-purpose funds, whether created from treasury or 
non-treasury resources. Where it is desirable [for the 
state] to actively perticipate in decision-making on 
development, by means of providing additional funding, the 
institution of specialist banks (whether state-owneld 

or organized as joint-stocks companies) should be drawn 
upon. A first step in this direction has already been made, 
with the establishment of the Export Development Bank 
(BRE). 


Also, accounts for compensatory settlements [surcharges 
onthe more efficient, aid to less efficient - ed.] 
in individual industries will be liquidated. 


80. The financial system of enterprises should be 
transformed, to reflect the growing economic and financial 
autonomy of enterprises, and the growing role played by 
financial instruments in controlling the economy. It is 
necessary to counter the tendency towards “pigeonholing“ 
the finances of enterprises (i.c., towards creating separate 
funds in the financial system). 


Under the State Enterprise Finances Act, four “principal” 
funds are created at enterprises - the statutory fund 
(divided into a portion financing fixed assets and a portion 
financing working assets), the reserve fund, the development 
fund, and the fund for technical/economic progress. 


In their place, two funds should be introduced - the statu- 
tory assets fund and the enterprise operations fund. 


The statutory fund would reflect the value of resources 
with which the enterprise has been endowed, and the value 
of financial-assets increment on account of state aid from the 
treasury (investment subsidy) or from a treasury-sponsored 
special-purpose fund. The fund should not be 
reduced on account of depreciation. Instead, it shoul4 be 


increased in proportion to the revaluation of inventories or 

fixed assets. Opportunities for undertaking a liability 

guarantecd by a portion of enterprise assets financed by 

this fund should be restricted. The value of the fund should 

represent the enterprise's standing commitment to the state 

treasury. . 





The enterprise fund would reflect the portion of 
enterprise property generated in effect of operations of the 
enterprise. The fund would be created from depreciation 
allowances, the portion of the profit earmarked for 
development purpose, etc. It would be reduced by the 
equivalent of depreciation, and it would finance possible 
losses. In respect to that portion of its property, the 
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enterprise should enjoy full freedas to incur liabilities, 
enter into joint ventures, commercial companies, etc. 


81. The change in the desicn of principal funds of the 
state enterprise would simplify the system of enterprise 
finances, and would bring it closer to systems applied 
in other organizational form, such as cooperatives, 
commercial companies, R&D establishments, etc. 


In this connection, consideration should be given 
to changes in the manner of issuing financial regulations. 
The present arrangements, based on the State Enterprise 
Finances Act, make the legal system highly complicated, 
since it is necessary to issue separate rules for individual 
Organizational forms - even when general systemic 
arrangements are identical. 


Recently, some problems have been tackled by means of 
adding new provisions to regulations on corporate income 
tax which are applicable to all units of the socialized 
sectors (e.g., Givision of depreciation). 


In the future, the provisions regulating the 
principal funds of the state enterprises should be 
incorporated into the State Enterprise Act. This is also 
justified by the importance of these matters for the 
enterprise and its autonomy. 


In respect to other questions, the relevmt financial 
rules should be provided - in a comprehensive way, for 
the whole socialized sector - in regulations on corporate 
income tax. The changes in the enterprise finances system, 
discussed above, could be introduced in 1989-1990. 


82. In areas marked by diversified natural conditions, 
such as mining or agricultural production, the tax system will 
take into account the notion of rent. Changed in this 
direction will be land tax in agriculture; and in mining, 

a surcharce on mined deposits will be imposed. 


83. On the basis of the already existing legislation 
which permits the establishment of insurance institutions, Fal 
system of economic insurance will be created. Enterprises will 
be allowed to insure themselves .- on a voluntary basis ~ 
against civil-law responsibilities arising from damage 
repair obligations. In particular, this concerns situations 
where an enterprise is contracted to carry out projects of 
high value and with high risks involved (design work, 
shipment of untypical equipment, construction/assembly 


operations, etc.) 











This will be a major element protecting enterprises’ 
self-financing capacity in conditions of risks involved 
in embarking on new, and especially innovative, projects. 


84. If the self-financing principle is to be implemented 
consistently, changes must be made in the system of money 
settlements between enterprises. The practice under which 
receipts obtained after the end of a year (now, up to 
January 25 of next year) are counted towards the enterprise's 
sales revenue should be phased out, and replaced with the 
practice of counting as reveme only the effective receipts 
in a given period. Two variants are possible here. 


Variant I - gradual shortening of the period in which 
receipts are counted as sales revenue despite the end of 
the year (c.g., Jan. 15, Jan. 8, Dec. 31). 





Variant II - one-shot change, after which sales revenue 
would include only the receipts obtained prior to December 31 
of a given year. 





This should be accompanied by the principle that 
an enterprise's incapacity to meet its obligations on time 
is a sufficient reason for the supplier to break the contract- 
no matter how this contract has been concluded (government 
order, pre-emptive purchase, mandatory wholesaling) - 
and gives a richt to freely utilize the production capacity 
and the inventories released in this way. 


85. Work will be started on modernizing the tax system. 
The goal is to introduce value added tax (in the early 1990s), 
which would replace the present sales tax. Value added tax 
would make the present system of sales tax much more 
simplified. 


The introduction of value added tax would mean the 
realization of the idea of a tax system which is general, 
relatively uniform (uniform tax rates), price-forming, 
and percentagewise. In accordance. with the principles of 
value added taxation, this tax would be paid by all 
enterprises in proportion to their net turnover, 


In calculating the tax obligation of a given enterpsise, 
one of the following two methods could be applied: 


* deducting from the amount cf the tax payer's sales 
revenue the equivalent of expenditures on purchases in the 
period under review; 


* deducting from the amount of tax calculated in proportion 
to sales revenue the equivalent of tax paid in the prices 
of goods and services purchased by the enterprise. 





The deduction of the tax paid at earlier stages of 
processing from the amount of tax required from a given 
enterprise is an important feature of the VAT system, making 
possible a simple and certain elimination of multiple 
taxation without a need for complicated division of output 
into a portion going for further processing and a portion 
for consumption. At the same time, it would enable effective 
tax refunds for exporters, reflecting export-oriented 
preferences. 


In switching to value added taxation, thought should be 
given to the purposefulness of getting rid of payroll tax, 
which would simplify the tax system {although at the same 
time reducing the costs of labor employment at ertcrprises). 


Value added tax would require a uriform rate throughout 
the whole of distributive activity - wath expor ers assiuned 
sore rate. If the rates were to be diversified, there should 
be no more than two or three rates. In respect to goods 
now levied with a high sales tax (acting as an excise duty), 
such as alcoholic beverages, cigarettes, or petrol, an 
additional tax should be introduced. This should not be 
ditfiscult, considering the small number of such goods 
and the specific features of their distribution. 


Another reason why work on value added tax should be 
started is the development - in the longer run - of direct 
cooperation between enterprises in CMEA countries. This will 
require the resolving of price-and-exchange-rate problems 
including the unification of pricing systems. It may 
be noted that work on the introduction of value added tax 
has alrcady been initiated in Hungary. 


Banking System 





86. The main tasks for the banks are: to strengthen the 
currency, to actively influence economic equilibrium through 
monetary/credit policy, and tO promote productivity growth 
and structural change. Banks’ organizational systems and 
operating methods should be subordinated to these 
goals. 


87. Measures aimed at enhancing the role of the National 
Pank of Poland, as a central bank actively participating in 
designing and implementing the state's economic policy, should 
be continued. Conditions should be provided for a correct 
discharging by the NBP of the functions of an issuing bank, 
responsible for the circulation of the money and monetary 
policy. 





Tendencies towards increasing the supply of money and 
credit beyond economically warranted limits should be 
opposed firmly. In particular, the entirety of relationships 
between the budget and the credit plan should be set in 
order. 


While discharging the functions of a central bank, the 
National Bank of Poland should continue to provide credit 
directly to principal sectors of the national economy. The 
extent of direct crediting by the NBP will be narrowed 
in step with the [improvement of] economic situation and 
development of the banking systen. 


88. The banking system should be so developed as to 
ensure: 


{a) partnership relations between the bank and the 
enterprise (enterprises should be allowed to choose banks); 


(b) the application of the self-financing criterion to 
the operations of the banks - up to the risk of bankruptcy 
(the goal is to orientate banks strongly towards efficiency); 


{c) the autonomy of the banking system (this is necessary 
in order to prreue an effective monetary policy aad to 
counter pressures on the banking system for an inflated 
cupply of the money). 


89. Work on the separation of the PKO savings branch 
from the National Bank of Poland should be speeded up. The 
possibility of establishing sevcral regional banks - to 
compete with exch other and with the established banks - 
should be urgently considered. 


As new requirements will arise, more banks will be 
creeted, taking the form of joint-stock companies, 
cooperatives, and state-owned banks. The banks should compete 
w.th each other, which means that there should be no rigid 
restrictions on the establishment of banks and on the 
extent of their operat Ons. 


In establishing new banks, experiences of the Export 
Development Bank should be drawn upon. In the initial period, 
these banks shculd be in the form of joint-stock companies, 
with the participation of the National Bank of Poland and 
with the use of state capital. They should not confine their 
operntions to exclusive servicing of particular sectors. 


90. The efficiency requirements upon the operations of 
commercial banks will be set, on the one hand, by the basic 
rate of interest charged by the central bank on refinancing 


credits and, on the other, by the interest rate on enterprises 
C its in a commercial bank. In accordunce with the self- 
finencing principle, banks will hay2 to cover their operating 
costs with the difference between incomes from interest fees 
on credit and interest costs of refinancing credit and 
deposits of enterprises. 





91. In step with the development of the banking syste=, 
it will be necessary to introduce effective methods of the 
central bank's economic control of commercial banks. It is 
planned that commercial banks will have to place a portion 
of their resources with the central bank - on a mandatory basis. 
This is essential for an effective credit policy, control of 
money supply, and for basing the operation of the banking 
system upon economic foundations. 


Methods and tools of the central bank's control of the 
banking system should be developed so as to ensure that the 
latter operates in accordance with the monetary/credit 
policy goals and with the credit plan. 


92. Interest rates on bank credit and on time deposits 
held in banks by enterprises, households, and private traders 
will be set at levels ensuring the real value of deposits 
and debts. Within the limits set by the central guidelines 
for monectary/credit policy, banks will differentiate interest 
rates on loens and deposits in accordance with: 





* the banking risks involved; 
* the maturity of loans and duration of deposits; 


* the coals and purposes of crediting, as seen from the 
standpoint of national economic and social policy. 


93. The relations between the enterprise and the bank should 
rest on the principles of partnership and economic benefit. 
The development of the structure of the banking system should 
make it possible for socialized enterprises to chocse 
a bank for handling its basic accounts. In their crediting 
rctivity, banks will follow the criterion of durable 
creditworthiness which defines, in a comprehensive manner, 
an enterprise's capacity to self-finance on the basis 
of healthy economic activity. 


Banks will provide favorable credit terms for efficient 
enterprises, and will help those showing the will, and 
taking steps, to restore efficiency. In respect to inefficient 
enterprises, banks will withdraw credit and will appzy 
statutory rigors with determination. Ranks will also 
render, and develop, consultancy services for enterprises. 


wage Systcm 
94. The central pay policy under the second stage of the 
reform will be pursued with the help of the folloWi.ng 


instruments: 


* principles of wage-fund formation in the sphere of material 
production; 


* unifcrm principles for linking the amount of wage funds 
in the non-trading sphere to wages in the sphere of material 
production; 





* the setting of the lowest pay in the socialized sector of 
the economy, and its partial indexation to offset the ¢growt! 
of prices texcluding the prices of alcoholic beverages anc 
tobacco products) ; 


* the setting of pay patterns and differentials - with the 
help of job-evaluation and synthetic pay-assessment methods; 


* uniform, progressive tax on personal incomes - whetter 
earned in the socialized or in the private sector. 


By drawing on these instruments of central pay policy, 
the central administration will set a general framework 
for pay policy - to be later disaggregated et work 
establishments with the help of enterprise wage system 
and collective labor agreements. 


This will make it possible to link the level and growth 
rate of wages to the economic performance of enterprises 
and other economic units, while at the same time ensuring 
the autonomy of enterprises and the influence of trade 
unions and self-management bodies on individual pay 
levels. 


95. If these principles of pay policy are be implemented, 
the following three elements should be separates in 
enterprises’ motivational systems: 


* individual basic pay and regular benefits {e.g., seniority 
pay, hardship allowances, night-shift pay, etc.); 


* changing elements of pay (bonuses and awards) linked to 
economic results; 


* the collective consumption fund (welfare fund and housing 
fund, to be formed in accoxdance with the legislation now 
in force). 


In accordance with the law m Labor Code amendments, 
the minimum levels of individual basic pay and fixed pay 
components is set in collective labor agreements. The basis 
for this will be provided by results of the [centrally- 
promoted) uniform analytical method of tob evaluation. The 
rates of basic pay and fixed components set in enterprise 
° VS 


lage systonms my be higher than the minimum level, but must 
comply with the requirements of self-financing. 

Upon the conclusion of new agreements [between 
managument cnd trade unions! on enterprise wage systems, 


the amount of basic waces and fixed pay compone: ts 

iefined in these systoms should not exceed the equivalent 
of 75-8608 of all funds for pay purposes. This should become 
a statutory principle (to be included into the planned 
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hy mount of tax will be determined on the basis of 
to be fi.ed by every citizen. 


e if 
mGer this variant. the tax is paid only by people 
mg some income lovel - e.g., the averace pey OF any 


: 
level. 


mis limits the number of tax-payers, in accordance with 
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pe threshold, and consequently makes the tax 
neral it could then be perceived by the public 
sified personal-income ecualization tax). The remaining 
me ¢ id be tackled under the second variant in the 
ly ac under the ‘irst one. 
the introduction of a general tax on personal incomes 
es that the following problems be resolved: 
e extent of the tax - and especially the problem of 
if earned from agricultural activity. 
mn a nutsheil, the Vest i{AOnN is whether private farmer 
Ss should be taxed according + feneral principles 


mang the incomes earmarked for protuction and invest- 


itposes) of perhaps according to separate rules. 
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1} incomes lower than the averace pay in the socialized 
sector £ the econonty ; 


Zi if a1 ih. in he rance her ween the averace Pav and, 
©.9., three times its equivalent; 
1) Af mes exceeding the equivalent of three times 


® procedure of tax liection. 
» the tax be collected once a vear on the basis of 
er 8s Geciaration, or perhaps in monthly or qvarterly 
sents, paid in acdvance and finally settled at the 
® yoar?’ Another option is to pay monthly install- 
fixed incomes, and to make final annual settlements 
isis of tax-payer declaration. 


is based on personal expendi- 
iced by a tax-payer's incomes 








earne’ in a given year and adjusted for the balance of 
chances in his or her savings accounts. This would provide 
encouragement to save, ond especially so if expenditures on 
housing etc. were excluded from the tax base. 


In all veriants, the tax declaration would assume key 
importence, hevirg the chorecter of a financial statement and 
involving material responsibility for failure to declare the 
actual state of affairs. 


Right To Work, Labor Relations, Working Conditions 





101. The introduction of the second stage of the reform 
will be conducive to further rationalization of employment 
and manpower-resources management. The size ané structure of 
employment will be determined by autonomous enterprises, cuided 
by the criteria of economic racionality. The processes of 
structural change, coing on in the economy, will necessitate 
changes in the structure of employment. Enterprises’ moves 
to eliminate irrational employment will be carried out in 
respect of the Constitutional richt to work. But the Consti- 
tutional right to work must not mean a right to work in a 
given post, enterprise, or trade for life. 


Responsibility for the observance of the Constitutional 
right to work should rest with state bodies. On the basis 
of Netional Labor Redeployment Fund (PFAZ) resources, 4 
system of labor consultancy, exchange, retraining, and 
funding for the temporarily unemployed will be created. In 
cases warranted by important social considerations, state 
bodies will be authorized to create a certain number of 
jobs for some croups of employees, such as the disabled or 
the old. Enterprises would then receive funds from the PFAZ. 


More efficient use should be made of the potential of 
graduates from schools of various types. The educational 
doctrine must be changed, and in particular it is necessary 
to organize traineeship schemes and qualification exams 
more efficiently and in a more up-to-date manner. 


102. The economic reform warrants the continuation of 
the already started chances in the labor lav. 


Legal mechanisms will be provided to stimulate higher 
productivity of labor, facilitate the rationalization of 
employment, and enhance economic activeness. This will 
require adequate changes in regulations on labor contracts, 
their contents and discontinuation procedures, and in regu- 
lations on additional employment. 


in particular, these changes will have to do with: 





* the employee's right to discontinue the contract of 
labor at motice (e.g. one month), while retaining all 
employee rights; 


* the right of the work establishment to discontinue 
the labor contract at notice ({e.c., three months) without 
the need to state causes (the employee would then retain all 
his or her rights); 


* the right of the enterprise to seek compensation - 
unter civil-law procedures - from an employee who has 
abandoned work; 


* the restriction of the qroup of employees protected 
against termination of employment exclusively to members of 
worker councils and trade unions’ committees, social 
inspectors of labor, and employees two years before 
retirement; 


* the right of the work establishment to discontinue the 
labor contract at shorter-than-statutory notice (e.g., one 
month) in the case of internal reorcanization proceedings, 
also in respect to protected employees; 


* the richt of the vork establishment to change the terms 
of pey and employment, with the proviso that the new terms 
must not be worse than the minimum standards set in the 
relevant collective labor agreement. 


103. The rationalization of emplovment and the more 
fiexiblie and fuller utilication of manrower resources will 
require that enterprises draw on va: ous forme of labor 
contracts (not only the regular labor contract, dut also  10b 


cortract, etc). Conditions for this will be provided by 
extending general social insurance to cover those concerned. 


104. Systematic measures will be taken to improve 
workina conditions and safety. In the period to 1990, these 
measures will consist, in particular, in 


* applying proper technical and organizational means; 


* mechanizing and automating the work posts posing the 
areatest health hazards; 


* expanding research into, and measurement of, health 
and other hazards et enterprises and work posts; 


* ensuring full equipment of employees with means of 
personal protection, and improving tne quality of these means; 











* tightening up periodic health checks, especially for 
those threatened with health hazards; 


* introducing more stringent sanctions against 
menagement teams failing tc provide healthy and safe working 
conditions where it is possible to provide such conditions, 
and against employees failing to observe occupational 
safety rules. 


investment projects serving an improvement in occupational 
safety and health will be carried out. 


Such projects will be encouraged by economic instruments - 
exerption from depreciation-fund payments to the Treasury, 
concessicns in corporate income tax, preferential credit 
terms, and even state subsidy in cases involving special 
threats to employees’ health or life. 


Helfare And Social Services 





105. Social policy covers areas which are important 
both for the economy and the community, including its indi- 
vidual members. Linked directly to the economic reform are 
policies on employment and pay. Other areas - social 
security, health protection, and culture - are connected with 
the reform indirectly. Transformation of these areas is 
necessitated not only by economic factors, yet the country's 
economic potential must not be ignored when designing this 
transformation. 


106. Social security isvolves benefits for the whole 
lifetime, from birth to death - such as benefits connected 
with the birth and upbringing of children; sick pay; medical, 
occupational, and social rehabilitation of working people; 
and retirement and disability pensions. Individual segments 
of the social security system need reform, so as to eliminate 
waste and make the whole svstem coherent and logical. 

In this context, functions to be played by each type of 
benefit should be specified, and conditions for discharging 
these functions should be provided. 


107. The system of social security can be transformed 
towards its universality, with benefits arising from the 
very fact of insuring oneself. This will require changes 
in the principles of social security financing - to specify 
separate contributions for individual types of insurance 
(pension, sick pay, family allowance, etc.) and to specify 
the participation of individual entities (citizen, employer, 
state) in the expenditures. The set-up of insurance insti- 
tutions would then have to be chanced accordingly. 


92 























108. The system of retirement pensions will be transformed 
towards a greater impact of seniority upon the amount of 
benefits. It is also necessary to retain the mechanism of 
pensions indexation, in relation to waqe arowth. The 
state's guarantees for retirement and disability insurance 
should be provided up to some limit. For example, an upper 
pay limit can be set as a basis for calculating the amount 
of insurance contribution and, consequently, for the amount 
of pension. The amount of pay above that limit should 
be subject to supplementary insurance on a voluntary basis. 
The pay limit for mandatory insurance should be adjusted 
annually - preferably by linking it to average pay. State 
guarantees for other segments of social insurance could 
also be introduced (on a parametric basis). 








109. The state will show concern for the living standards 
of young families - among other things, by providing condi- 
tions for parents’ taking care of children, and through 
social welfare devices. It is purposeful to retain the 
child-care leave and related benefits. As shown by the 
experience of other socialist countries, child-care leaves 
and benefits make possible savings in other areas (nursing 
allowances, sick pay, kindergartens, nurseries). 


It is also necessary to provide special! forms of 
employment for young mothers. 


iio. Separate arrangements are needed for the system 
of social insurance for farmers. Future changes should 
take into account the differences in living and working 
conditions between town and country. Some money benefits 
can be replaced with concessions in kind - provided that 
the social-welfare infrastructure is expanded, mostly for 
children and the old (nurseries, kindergartens, welfare 
institutions for old people ceding their farms to the 
state). 


lll. .The goal of improving the quality of so al 


services and meeting the demand for them to a greater 
degree will be sought through: 


* spending from the State Treasury; 

* the population's participation in the financing of 
the sphere of social services, coupled with economic incen- 
tives to use these services rationally; 


* incentives to improve the efficiency with which the 
funds earmarked for social services are beino spent. 


This will be accompanied by continued transformation 
of economic/organizational systems in the sphere of social 
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services, to make sure that the drive to use the available 
resources more efficiently does uot collide with the search 
for attaining social goals. 


112. In order to meet the demand for social services 
to a higher degree, changes have to be made in the way 
this sphere is funded. From the standpoint of the sources 
of funding, three groups of social services can be 
distinguished: 


(a) services financed wholly by the state treasury; 


{(b) services financed by the central and local authorities, 
by the population, and by enterprises; 


(c) services rendered on a commercial basis, i.e., fully 
paid by customers - with possible concessions and rebates 
for scme groups of the population. 





In financing the first~group services, the amounts of 
funds earmarked for each segment of social services should 
be mutually interrelated, on a parametric basis, and they 
should be set annually in budget laws. 


113. As regards services financed by the treasury, 
the population, and enterprises, two variants are possible: 


Varian* I 





The amount of Treasury funds would be set - as a lump 
sum, Or . on a parametric basis - and funds provided by the 
population and by enterprises would be treated as 
supplementary. The global amount of funding would be a 


function of these factors. 


Variant II 





Funds from individual sources would be provided according 
to a set pattern. Thus, the national plan target concerning 
the necescvry atount of funds for this group of services 
would »ndirectiy set disuggregated targets for individual 


sources ot funding. 


Under this model, individual types of services would 
have to be assigned to one of the above mentioned three 


groups. 


114. Changes in the system of financing the sphere 
of social services will be accompanied by measures serving 
an efficient utllization of the available funds. 
Full cost iccounting will be introduced in social-services 
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institutions - taking into account the depreciation of fixed 
assets and all other elements of costs. 


In the health care sector, partial payment for some 
services will be introduced. Economic and organizational 
measures will be taken to stimulate more efficient 
utilization of tne scctor's potential. 


115. The educational units - in view of the free-of- 
charge character of their services - will continue to be 
financrd by the treasury. But the budget planning procedures 
will be rationalized. As a principal condition for this 
raticnalization, the present procedure of budget planning 
on the basis of budget implementation in the previous year 
should be replaced wih the planning of needs, with 
account taken for normative costs of individual types of 
activity. 


116. In the sphere of culture, second-stage work will 
center of perfecting the already provided legal an1 
orgenizational order. Legal foundations will be provided 
for stable inflow of funds and for new methods of 
financing cultural institutions. 


As far as the socialization of cultural policy is 
concerned, the conditions for, and methods of, cooperation 
between state administrative bodies and social represen- 
tations of artists and the public will be specified in full. 


How the financial system will be modified will depend 
on the specific features of a particular kind of cultural 
activity and on the adopted methods of financing. In this 
context, it will be necessary to delineate those “areas” of 
cultural activity which function on a commercial basis, 
those which are financed exclusively by the treasury, and 
those which are financed partly by the treasury and partly 
by the population. 


117. In the tourism and recreation sector, the activity 
of all organizations will be based on the principle of self- 
financing. The state's control of this sphere will be 
effected primarily through financial instruments, especially 
taxes and subsidies. 


One major goal will be to provide conditions for the 
competitiveness of organizations operating in the tourist 
market. This requires that official and regulated prices 
should be wholly discarded in favor of contractual prices, 
that bureaucratic barriers restricting various organizations’ 
access to some lines of act.ivity should be removed, and that 
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monopolistic practices (including restrictions an inter- 
mediaries) should be opposed. 


Inst:<cutional And Organizational Structures 





118. In order to deepen the socialist character of the 
Polish economy, improve its performance, and perfect social 
conditions for this, further changes have to be made in the 
institutional system. This applies both to the political 
organizations and to all bodies of state administration - 
to their set-ups, powers, duties, and responsibilities. 


The principles according to which political organizations, 
trade unions, and representative bodies develop their 
relations in the process of designing economic policy and 
systemic arrangements will be perfected. The powers, duties, 
and responsibilities should be strictly delineated, in 
accordance with the changing principles of the functioning 
of the economy. 


It is also necessary to specify in greater detail the 
increased role and position of social bodies in the system 
of functioning of bodies of state authority and administration. 
These problems are tackled by the Party and Government 
Commission for the Review and Modernization of Organizational 
Structures in the Economy and the State. 


119. In the system of controlling the economy, it is very 
important to cpecify the relation between state administrative 


bodies and enterprises. 


As perceive by the public, the state administrative 
bodies have born full responsibility for enterprises’ 
current production operations and for any short-term 
changes in supply. Representative bodies, social institutions, 
and the public at large expected [from state bodies], ahd 
especially from vertical/sectoral ministries, quick 
action and interference in the activity of enterprises. In 

doing this, the ministries drew primarily on their parent- 
body powers. In effect, a feedback relationship developed, 
as reflected in the consolidation of the partition of the 
economy along sectoral lines, expansion of more or less 
formal rationing, and consequently in weakening impact of 
efficiency-oriented mechanisms upon enterprises. 


In these circumstances, the ministries’ functions as 
representatives of their respective sectors and enterprises 
(providing technical and economic conditions for their 
current operations) began to overshadow the functions of 
stetc supervision over the lines and conditions of development: 
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of individual sectors, fzom the viewpoint of long term | 
interest of society and state. As a result, these ministries’ 
supetvision over the cbservance of state standards and of 

the organizations] and legal order is insufficient. This 
function is as a rule performed by administrative bodies, 
such as PKNiM [standardization], UDT, or WUG, whose position 
in the Center is weaker than that of ministries. 


It will not be easy to solve this problem, 
as it would be wrong to expect quick, smooth changes in 
public consciousness or in the habit, shaped by forty-year 
practice, of treating administrative bodies as responsible 
for all economic problems, even those of minute, short-term 


importance. 


Progress in this field will also depend on the direction 
of changes in the character and sectoral ministries’ 
functiors and the way these functions are discharged, 
including the discharging of the function of parent body. 


120. Changes will be introduced in the manner of 
performing the parent-body functions. On this issue, 
two variants are presented. 


Variant I 





The extent of supervision and parent-body functions 
performed by central bodies of state administration will be 
limited - by ceding a large portion of small and mediun- 
sized enterprises, especially those supplying local 
needs, to local administrative bodies. Only in respect to 
enterprises of special importenc> for the national economy 
should the central bodies of state idministration con’ inue to 
act as parent bodies. 


To this end, it will be necessary to work out the 
concept of the performing of parent-body functions by local 
bodies of state administration - to be closely connected with 
the introduction of the notion of municipal property to the 
system of socialized property, and with the administration's 
duty to improve the servicing of the population. 


The following areas should be excluded from the list of 
parent body functions - whether performed by the central 
or local bodies of state administration - and turned over 


to other state bodies: 


* inspection and auditing; 
* health and safety protection; 
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* fire protection; 


* pay policy 
* the rationing of foreign exchange and material resources, 


tied to the implementation of government-order schemes and 
operational programs. 


Variant II 


This variant provides for abandcning the existing model 
of ‘organization of state supervision over the activity of state 
enterprises. In effect, the institution of parent body would 
have to disappear, and the special relations between 
administrative bodies and enterprises would come to an 
end. The mechanism for state-enterprise establishzent 
and supervision, provided in their place, would be based 
on the principal of capital participation. 





The Council of Ministers would then set up state banks 
to act as institutions authorized to contribute ‘state 
treasury shares to newly-created or already existing 
enterprises. The operations of these banks would be ‘based on 
state treasury placements, equalling the amount of 
enterprises’ statutory funds on the day of switching to the 
new principles. At the same time, the value of these funds 
would constitute banks’ share in the stock of state 
enterprises. This share could be separated to from the 
{now proposed] statutory assets fund - which would 
correspond to the principle of dividing enterprise property 
into a separate portion [endowed by the state] and a portion 
generated in the course of enterprise operations. The latter 
portion would form the enterprise operations’ fund. For 
this proposal to be put into practice, changes would have 
to be made in the existing system of financial funds at 
enterprises. 


The establishment of an enterprise would take the form 
of a contract between the bank and the newly created firm, 
specifying the amount of [the bank's ] state, the kind of 
operations for which it can be used, and the size of interest 
fees which the enterprise should pay to the bank. 


The establishment of an enterprise could be initiated by 
state administrative bodies, social organizations, institutions, 
and also by groups of people (e.g., inventors ~- by 
submitting to the bank draft documents on the set-up and 
operations of the enterprise, the expected economic effects, 
and particularly the level of the interest rate which the | 
bank would receive on account of its share in the enterprise's 
capital stock. 
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One possible option is to set up two to three national 
banks and several regional banks, to be dealing with the 
establishmert of municipal and housing enterprises, 
sm2ll businesses, local industrial, construction, and 
distributive firms, etc. Regional banks could take the 
form of, e.g., joint-stock banks, with shares from 
one national bank and the interested people's councils. 


The operations of the enterprise would be governed 
by the existing provisions of laws on state enterprises and 
worker self-management. 


State administrative bodies would be authorized to 
set tp enterprises directly - in the form of commercial - 
law companies with stete treasury shares. This o7janizational 

form should be applied mainly in respect to larje 
infrastructural enterprises, operating in mining, power 
generation, metal manufacture, oil refining, etc. Workers’ 
participation in the running of these companies would be 
effected through the presence of worker councils’ 
representative on supervisory boards. This would be 
possible after some changes in the provisions of the Code 
of Commerce. But the discussed concept requires further 
stud:es. 


If tiie second variant is chosen, it could be implemented 
in two stages. Prior to 1990, the proposed enterprise- 
establishment procedure could be applied in respect to small 
and medium-sized enterprises cperating in balanced markets 
and currently having as parent bodies central bodies of state 
administration. This would relieve the latter of the 
discharging cf  sparent-bcdy functions. 


121. In step with changes in the extent and character of 
the discharging of parent-body functions, changes will be 
introduced to the structure and functions of sectoral 
(vertical) ministries. 


First, it will be possible to reduce the mmber of ministries 
and contral offices of similar chanacter; 


Second, roam will be provided for these ministries to act 
as acencies pursuing state policy in their respective areas - 
in respect to all economic entities, whatever their 
ownership form, supervision procedures, etc. may be. 


The functions to be performed by ministries should 
include: 


* setting standards - state and ministerial - in statutorily 
defined areas (e.g., plant operation standards, materials 
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consumption standards, quality standards) and controlling 
their observance; 


* programming the development of individual areas, and in 
particular forecasting changes in markets and lines of 
scienti fic/technological progress; 


* cooperating with functional (horizontal) bodies in 
designing economic controls; 


* initiating and supporting R&D projects - by drawing on 
the system of R&D programs, government orders for R&D 
projects, and contracts on the commercialization of R&D 
findings and by initiating the establishment of new 
enterprises; 


* setting the technical, organizational, and personnel- 
qualification requirements on technical/production activity 
in individual areas; 


* setting the principles for organizing economic activity 
in individual areas; setting the requirements on technical 
documentation of production; 


* organizing and conducting the certification of products 
and processes, introducing state quality-inspection 
services, issuing certificates on the acceptance of articles 
for production and distribution; 


* issuing licenses for special kinds of operations, 
such as minerals mining, sea and air transport, etc.; 


* supervising economic units as regards the observance of the 
law, e.g., the construction law, geological law, mining 

law, maritime law, etc. {cach body will deal with the 

branch of law correspondiny to its respective field, e.g., 

the Construction Ministry with the construction law); 


* running specialist courses for managerial personnel; 
issuing certificates authorizing holders to discharge some 
functions or operate in some trades; 


* within their legal powers, assigning to enterprises tasks 
related to national defence, natural calamities, international 
agreements, and government orders - in respect to any 

unit in the purview of a given ministry. 


122. The operating principles of the Finance Ministry 
must be so defined as to reflect its much expanded 
functions (price policy, anti-monopoly activity) and the 
growing role of the financial system and financial regulators 
in controlling the economy. 
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The Finance Ministry will start work on improving the 
system of concessions and subsidies to economic units, 
on personal income wax, and on further improvement of the 
tax system (including work on value added tax). 


Cost and price accounting shouli be improved, to make 
room for more refined forms of price control. Price policy 
should draw more widely on supply-aid-demand projections 
for individual markets. 


Cost accounting for public services, such as health 
care, culture, recreation will be improved, to make possible 
the assessment of individual benefits. It is necessary to 
switch from the system of subsidies to social-services 
institutions towards a system under which the treasury would 
buy particular services rendered by these institutions for 
individual citizens. 


The state treasury's involvement in socio-economic 
policy will be increased. 


The set-up of the Finance Ministry will be adjusted to 
enable this body to effectively perform the functions of 
the anti-monopoly agenc;. This set-up should prevent any possib 
internal tendencies towards the protection of monopolies 
(because of “easier” financial settlements with the 
treasury). Sophisticated computer techniques should be applied 
to improve the circulation of information within the 
tax apparatus, so as to provide en additional system of early 
information about the behavior of enterprises. 


123. It is stated in the "Lines Of Economic Reform" 
that the central planning agency should act as a “think tank" 
for the Government, dealing with planning and analytical work. 
This assumption is correct. Accordingly, the racecs ote 
procedures and the character of central annual plans vill 
be changed. The extent of detailed physical targets 
will be narrowed, giving tfoom for more forecasting 
information. Planning work will draw more extensively on 
elements of financi lanning, as a basis for internal 
coordination of plans for the designing of coherent economic 
regulators. 


The authority of the plan should be reinforced by 
what constitutes the essence of the sOcialization 
of planning, including the consultatiomwith political 
forces, Occupational communities, and the general 
public. 


Analytical work will be developed, to provide 
a basis for projecting economic trends and enterprise 
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behavior: To this end, adequate methods of assessing 
economic units' operations - including methods of studying 
their sensitivity ta the applied reguletors - will 

have to be worked out. 


Special importance wi'l be assumed by methods of 
studying economic efficiency and structural change - in the 
mational and world economy. 


Very important will be work on planning methodology, 
necessary for working out plans of various types and on 
vacious levels. This methodology should help planning bodies 
to realize the principle of planned development of the 
socialist economy. 


The Planning Commission, in its work, should take into 
account the need for creating a system of smooth flow of 
information about the economy, to be available at all 
levels of management. The information system will draw on 
various sources, including statistical data and reports, 
banking and financial analyses, and academic studies. 


124. Changes will be made in the functioning of state 
administrative bodies. The main goal is to simplify the 
procedures involved in contacts between these bodies and 
citizens, to radically reduce the extent of paper work, 
and to eliminate the procedures under which citizens have to 
prove their honesty. 





125. An all-round concept on improvement and adjustment 
of the operating modes of state administration will be 
presented by the Party and Government Commission for the 
Review of Organizational Structures in the Economy and 
the State. 


126. The development of the economic system, the 
increase in state-enterprise autonomy, the coexistence of 
various organizational structures and forms of ownership, 
and the growth of economic interdependencics between 
various ownership sectors ~- all this requires a uniform 
system for settliag disputes in the economy. The autonomy 
of the enterprise calls for a greater role of the law 
in settling these disputes. 


At present, disputes among socialized economic 
units, disputes between bodies of the enterprise 
{director vs. self-management - ed.] or between these 
bodies on the one hand and state administratiwe bodies on 
the other are handled by the state arbitration commissions - 
and also by common courts and by the Supreme Administrative 
Court. The multitude of arbitrating bodies is hardly conducive 
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to the uriforpity of verdicts. This state of affairs must 

be throughly analysed, and proper organizational arrangements, 

se the conditions in which the economy operates, should 
osen. 


The following options can be considered: 


(1) Modification of the procedures applied by arbitration 
2 ea and their adjustment to the requirements of the 
reform. 


(2) Establishment of economic courts, as special coults 
positioned outside the system of common courts. 


Under this proposal, regional economic courts would act 
as courts of first instance and the Supreme Economic Court 
as the court of final instance. To ensure the uniferzity of 
court rulings, an economic department should be established 
at the Supreme Court. 


(3} Leaving economic disputeSin the jurisdiction of 
common courts. 


127. Work on the law on legislative procedures should be 
urgently continued and completed. This law should specify 
which state bodies, in what form, and to what extent are 
authorized to make law. It should also define procedures 
for planning legislative work and for preparing draft 
regulations. The urgency of the law on legisaltive procedures 
is closely connected with the formation of the Constitutional 
Tribunal; it is a condition for the Tribunal's effective 
influence upon the process of perfecting the law: 


128. It is very important for enterprises, worker self- 
management bodier. and for state administrative bodies 
to obtain proper nterpretation of the contents and 
purpose of the provisions of economic law. To ensure as 
great uniformity of interpretation as possible, 
the establishment of a center providing explanation and 
guidance to all those interested should be considered. 
Such a center could be affiliated to the Fconesic Reform 
Commission. It could comprise representatives of the 
Juctice Minister and of the Legislative Council, experts 
of the Sejm's self-management commission, and invited 
lawyers and practitioners. 
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Organizational Structures In Economic Activity* 





129. The organizational structures of the economy 
set the framework for economic activity by individual 
participants to the syctcom of functioning of the «corpory, 
i.e., bodies of state authority and administration, social 
groups and individuals, social organizations, and economic 
organizations such as enterprises. In the system of functioning 
of the economy provided for in economic reform documents, 
emphasis is laid on providing conditions for horizontal 
flow of physical and financial resources, greater mobility 
of production factors, and quick and flexible adjustment of 
economic organizations to changing marke* conditions. 


The drive to maximize economic surplus from the available 
national resources and entrepreneurship should be the main 
factors influencing the economic structure. 


130. The course of economic development in the world, and 
especially in highly advanced countries, over the past 
several years shows that major changes have in 
organ/zational structures - both at the level 
of national economies and their elements, i.e., enterprises 
and their groupings. Against this background, the : 
organizational structures in economic activity should be 
marked by diversity of forms. There can be no uiiversal 
medel for structural arrangements. 


The economy is a set of various coexisting forms - small 
and medium-sized enterprises along with large economic 
organizations: both integrated concerns aimed at embracing 
other firms, and loosely connected economic groupings centering 
on the implementation of some particular projects. These are 
either specialized economic units, benefiting from a far- 
reaching division of labor, or conglomerates seeking never- 
failing operations and ‘independence from inefficient 
economic partners. 


The point of departure for the development of 
organizational structures is provided by the world economy 
- not by a close domestic economy. In their operations, from 
the purchase of supplies to sale of end products, economic 
organizations should orientate themselves to the conditions prevailing 
in international markets, rather than the domestic 
yardsticks of efficiency. 





* This chapter has been prepared jointly with the Secretariat 
of the Party and Government Commission for the Review of 
Orgenizational Structures in the Economy and the State. 
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131. Company-establishment initiatives constitute a 
major instrument for shaping the organizational structures 
in the economy. The formation of new units promotes structuré@l 
adjustment and innovation in the economy. The financial 
and physical resources involved in such initietives 
should mainly come from own resources of enterprises, 
cooperatives, or individuals, and from bank credit, to be 
granted onlv after careful studies of repayment chances. 
Company establisment initiatives will also be reinforced with 
resources tied up in disused or wrongly-Used assets, and in 
assets of liquidated enterprises or enterprises in 
receivership. 


Cottage industry schemes will be expanded., as 
will be the the lezsing of productive assets for nonfarm 
family businesses ahd fcr other forms of economic activity 
involving individuals’ entrepreneurShip and capital. 
In addition to small private and cooperative firms, a legal 
form should be provided for small state-owned enteryrise, 
to be exempt from the obligation to run some services and 
to perform some auxiliary functions in respect to the 


employees. 


Conditions should be provided for developing rte. ne 

achemes within enterprises, especially in distribution, 
catering, small business, but also in some segments of 
construction and ccmponent production. 


132. It is purposeful to move away from sectoral groupings 
of enterprises. Sectoral associations should be kept eo ee 
in areas where mandatory associations have been esta>!ished 
{or should be established) in response to some well-defined 
considerations and for specified periods, ‘~~. But the 
interested enterprises should be allowed to set up 
voluntary associcticns along vertical lines, linking 
enterprises involved in successive stages of production, 
capable to solve problems related to product quality, up-to- 
dateness of its components, and creation of some new 
generations of products, and standing chances of being 
transformed in ithe future into organizations with more 
‘integrated capital. 


Some of the present associations, those which are 
really involved in production or service activity, should be 
reorganized into commercial-law ——— and subjected to the 
rigors of efficiency and responsibility for undertaken 
obligations. 


133. Different organizational forms will be required for 
economic organizations taking the form of indivisible 
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natural monopolies, and providing the infrastructure for ° 
the economy - railways; water ways; road and communications 
netwo-ks3; production and distribution of electricity, natural 
gas, and coal; metal manufacture; and production of bulk 
chemicals. Their growth rate should be neutral and adjusted 
to the rate of economic growth in the whole national economy. 





Responsibility for the development of infrastructural 
state monopolies, and for directions of this development, 
is everywhere borne by the state, This responsibility 
does not necessarily have to take the form of direct 
management by state administration. It may be reflected in 
other organizatioml forms, such as a holding , Managed 
by competent boards. But the management of infrastructurel 
state monopolies should not be mixed with the function of 
government. In this respect, the government should represent 
supreme interests of the state and the community. 


134. The organizational web of the economy will be filled 
with enterprises of varying sizes and different legal forms. 
In terms of enterprise size, the present structure is 
dcminated by medium-sized enterprises - too small to make 
it in the international markets, but too large to be 
susceptible to domestic-market regulation or to innovate. 

On the legal plane, there is an absence of integration 

of different ownership sectors (with sporadic links confined 
to traditional contracts on trade), and there are no 
dynamic, fully-independent enterprises, as distant from 

the mass of passive firms, suitable only for the status 

of legally dependent units. Categories of strongly 
interrelated enterprises, with mutual links fiffexirg 
widely from links to others, have not developed. 





135. The enterprise will be the principal economic 
entity. The process of establishing new enterprises - 
especially small-sized, innovative, and local ones - will 
be invigorated. Experience also testifies to the purposeful- 
ness of large, multi-plant enterprises, operating in selected 
sectors. But if they are to be efficient, conditions should 
be provided for far-reaching decentralization of management 
in these enterprises. 


Consideration will be given to the introduction of legal 
arrangements for the autonomy of some internal units of 
multi-plant enterprises, enjoying the status of a legal 
person and the right to take economic decisions on all 
matters which are nct reserved for the headquarters of 
the multi-plant enterprise and which involve obligations 
up to the equivalent of some portion of the statutory fund. 


Also considered will be the provision of legal arrangements 
for enterprises to enter into industrial groupings (holding 
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compz:s:ies) with only a portion, rather than the entirely, of 
the <tututory fund - while retaining the status of - legal 
person and the right to act on their own behalf an“ on their 
own account (limited only by the list of matters assigned to 
the headquarters). Multi-plant enterprises and the looser 

forms of holding companies should be created, at the initiative 
of enterprises or banks, in all those branches of production 
where there is a chance for developing export specialties. 


136. The holding companies should have the character 
of voluntary groupings of enterprises, set up as financial 
centers for the implementation of common development policy. 
They would be formed from portions of enterprise assets 
ceded to the new organization. The property of the holding 
company, so formed, would be treated as its shares in 
constituting enterprises. Revenue from these shares would 
provide a source of funding for development projects mounted 
by the holding company. 


The holding company should have the status of a legal 
person and would be managed in a similar way as commercial 
companies. 


The bodies of the holding company would include: 


* the assembly of participants, i.e., representatives of 
the bodies of enterprises and other socialized units forming 
the holding company; 


* the supervisory board, appointed by the assembly; 
* board of directors, appointed by the supervisory board. 


The principles of operation of the holding company and the 
powers of its bodies would be specified in an agreement between 
the participants. In the case of state enterprises, the entry 
into a holding company and the conclusion of the agreement 
would require a permission from the worker council. 


The: establishment of holding companies - which can 
represent substantial economic power - should be subject 
to prior’ permission by the anti-monopoly authority. 


- (The form of a- holding ‘company would make it possible 
to create groupings with a high degree of economic in- 
tegration, while at the same time retaining state enter- 
prises' status of legal person and statutory principles 
of operation. For example, this form could be used in 
establishing science/production centers which do not 


fit in with the existing arrangements. 
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137. Im creating relatively stable organizational . 
structures necessary to undertake projects of high unit 
costs, requiring cooperation among many partners, the form 
of a joint-stock company could be used. The joint stock com- 
panies can be formed by the enterprises themselves. It should 
be also possible for an enterprise to transform itself into 
a joint-stock company - to raise necessary funds for a plan- 
ned development project (by issuing shares) and, at the 
same time, to provide a stable pattern of economic ‘inks 
between units interested in the effects of the project in 
question. 


In creating such patterns, an important role should be 
played by banks. They could initiate these patterns, by 
participating in the financing of development projects of 
enterprises, through the purchase of shares. 


The discussed patterns can be of multilateral and multi- 
tier character. To develop this form, the regulations governing 
transformation of an enterprise into a joint-stock company | 
and the control of the process of company formation should 
be brought more up to date, and the state treasury's role 
in this process and in other forms of control should be 
enhanced. Also, the role of worker self-management in the 
establishment and operation of joint-stock companies should 
be subjected to analysis and wide discussion. 


138. Room should also be provided for the creation of 
economic units in the form of state-treasury companies. 
Arrangements will have to be provided for organizational 
forms of activity outside the sphere of production, where 
at present more and more new legal forms are emerging, 
not subject to court registration (cultural, artistic, 
film institutions, etc.). 


Also in operation are diverse forms of treasury- 
financed institutions, such as hospitals or sanatoriums of 
different econumic/financial arrangements and management 
syntems. In addition to other functions, all these insti- 
tutions perform economic functions as well. These functions 
should be taken into account, to a greater degree than so 
far, in shaping the institutional foundations for the 
operation of the discussed institutions. 


It is desirable to provide a uniform legal form for 
organizing this activity - the form which wouid be as 
close as possible to that of an enterprise. A broader use 
of the form of state-treasury companies should be considered. 
This would require changes in regulations on commercial 
companies - towards permitting the establishment of 
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companies with a single shareholder, and allowing the 
formation cf worker self-management at companies and 
presence of its representatives on companies’ supervisory 
boards, among other things. 


139. Chambers of commerce and industry would be set 
up, grouping socialized-sector units along regional lines, 
irrespective of these units’ organizational affiliation and 
form of ownership. 


The chambers could provide a useful organizational 
platform for presenting economic units' interests vis-a-vis 
the administration. On the other hand, the chambers would 
be competent partners for the administration, taking part 
in the solving of major economic problems of the regions 
concerned. They would also be well placed to carry out large- 
scale, competent informational and servicing activity 
for its members. Economic units should be represented in chanm- 
bers by their heads. 


The tasks of the chambers could include the following: 


* sending to state administrative bodies proposals, opinions, 
comments, information papers and questions concerning 
these bodies‘ decisions and actions; 


* conducting research into economic processes, initiating 
economic projects, and facilitating cooperation among 
members; 


* providing information about economic and legal conditions 
for enterprise operations in the domestic and foreign 
markets; 


* organizing economic units' representation for negotiations 
on collective labor agreements; 


* representing the interest of state enterprise managers 
vis-a-vis outside environment; 


* providing information about legal regulations on commerce 
in Poland and abroad; 


* providing facilities for amicat*- .ttlement of disputes 
among members; 


* organizing and running vocational training institutions, 

anc providing a system of refunds for enterprises running fac- 
tory schools, to be granted when leavers are employed by 
other enterprises, 
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In pursuing their tasks, the chambers would draw on 
small staff, financed with members' contributions - 
(paid from profit) and chambers’ own revenue; earned 
from training, promotional activity, etc. 


140. As far as innovation and qumereialisetios of 
R&D findings are concerned, the form of commercial _— 
companies with the participation of individuals (and 
inventors in particular) should be drawn upon on a large 
scale. Adequate conditions for the establishment of such 
companies,ensuring stable operations and providing 
indispensable economic arrangements, will be laid down 
in the law on new technology units. | 


141. The extent of internal financial autonomy will 
be Broodened, to cover labor teams and production~franchise 
schemes at enterprises. Accounting, financial, and labor 
regulations will be adjusted accordingly. 


142. In order to provide conditions for more dynamic 
changes in the organizational structure of the economy 
and for more dynamic flows of physical and financial 
resources, existing legal regulations will have to be 
changed. In particular, these changes will consist in: 


* changing the pr ennepres of the establishment of state 
enterprises; ne 


* regulating procedures for changing an enterprise's parent 
body; . : . : 


* regulating procedures for changes in an enterprise's 
founding act, in its part concerning the range of 
operations; : 


* eliminating enterprises’ obligation to receive a permit 
{from the parent body] before it joins a voluntary 
association, and subjecting draft agreements on association 
to anti-monopoly procedures; 


* allowing all socialized-sector units - not just state 
enterprises - to join associations; 


* introducing regulations authorizing state enterprises 
to form and join commercial companies with the participation 
of any economic entity - whether socialized (state 
enterprise, cooperative, social organization, state treasury) 
or private; setting restrictions on commercial companies 
with the participation of private partners leither in the 
form of a permit from the relevant body of state 
administration or as minimum required share of ene! 
socialized economic unit in question); - 


* permitting the transformation of a state enterprise 
into a commercial company; 
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* introcucing legislation which will make it possible to 
include intc commercial company charters the provisions on 
the formation of worker self-management in companies and 
presence of its representatives on supervisory boards; 


* broadening the opportunities of bond: sale, also to 
embrace individuals; 


* introducing a law on enterprise groupings, providing the 
principles of establishment and operation of ‘associations, 
holding companies, and chambers of commerce and industry; 


* adjusting the labor law to the requirements of labor-team 
schemes, especially as regards the employment status of 

a team member (whether or not the expulsion from a team 

is tantamount to termination of employment at the enterprise) 
and the extent of member teams’ pay claims on the labor 

team and on the enterprise; 


* verifying regulations on commission sale and franchising, 
to introduce this form also to construction and component 
production. 


143. It is expected that enterprise. management teams and 
self-management bodies will give firm backing to the 
stcuctural changes. Initiatives aimed at establishing 
adequate organizational structures and developing ties 
between economic units will be treated as important 
elements of the desired transformation of organizational 
forms of economic activity. 


Central Control Of The Economy 





144. The central control of the economy will be effected 
primarily through a system of indirect economic regulators. 
They will be supported by direct organizational, administrative, 
and legal policy tools, and most of these tools will be 
oriented to a type of activity, irrespective of what 
entity is involved in this activity. This -~will 
corres>ond to the cireczion of changes in the whole system 
of functioning of the economy, and especially to changes in 
organizational and institutional structures. 


145. In controlling the economy, the main principle 
will be to create economic and legal msonditions for applying 
economic coercion inti respect to all evonomic entitics. 
Policy tools and economic parameters will be so designed 

as to render impossible the economic existence of 
inefficient, uninnovating enterprises with low productivity 
of labor and poor quality of production on the one hand, 

and on the other to provide opportunities for very rapid 
expansion of innovating enterprises, oriented to 

Govelopment cn the basis of their own resources and high 
efficiency. 
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1:6. Economic tools of central control - such as sales 
tax, rate of exchange, customs duties and related procedures, 
principles of fixed assets depreciation, principles of 
financial settlements in foreign trade, investment sureties 
on capital construction operations [as opposed to the 
purchase of machinery], the levels and diversification of 
interest rate on bank credit, principles of forming : 
enterprise wage funds, or principles goVerning access to 
foreign exchange - will constitute important elements of the 
central authorities’: influence upon the balancing of 
the economy. — 


147. The time frame for policy tools and related 
parameters will be extended, in step with increasing the 
rank of legal act regulating their operation. 


Corporate income tax concessions, principles of 
depreciation and depreciation-fund division, investment 
sureties, and fund management are already regulated by Sejm 
laws and .:Council of Ministries ordinances. The principles 
and parameters of the system of wage-fund control will also 
be regulated in a more stable manner in two to three 
years’ time - depending on the pace of making ecorcmic 
parameters more realistic and restoring equilibrium. 


But exchange rates, interest’ rate, and - in the 
period to the end of 1990 - sales tax rates will be short- 
term instruments characterized by frequent changes. 


The coordination of these tools to make them operate in 
accordance with the goals and principles of national socio- 
-economic plans will be a major element of central planning. 

148. In step with changing methods of control of the 
economy by central and local administrative bodies, the 
organizational and legal tools will be improved and activated. 

In particular, these tools include: 


* principles of licansing foreign trade activity; 








* principles of licensing the exploitation of natural resources 


(comprehensive legal regulations covering all kinds of 
natural resources will have to be provided); 


* agreements between local administrative bodies and 
enterprises on terms of investment-project location; 


* principles of establishing economic entities, and the 
organizational forms of these entities, as permited by the 
law (especially, the principles of forming commercial 


compenies, cooperatives, financial and insurance institutions) ; 
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* principles of managerial staff selection and training 
(a central system of courses for strate enterprises managers 
will be created); 


* principles of assessing socialized economic units; 


* principles of concluding trade contracts between socialized 
units, and responsibilities for failure to meet resulting 
obligations. 


149. The rank of administrative tools setting 
constraints on enterprise operations will be raised, 
and their enforcement will be tightened. This concerns 
tools such as: 


* permits on the import and export of goods; 
* state environmental-protection standards; 
* state safety-and-health standards; 


* state standards for the safety of technological processes 
and designs; 


* state standards on quality; 


* state standards for unit consumption of materials 
and energy, especially in respect to product and processes 
of general application; 


* bans on production, Cistribution, and operation of 
products and processes which do not meet the standards; 


* qualification requirements for technical-inspection 
employees. 


The extent of applying the standards will be broadened 
and the related requirements increased. State services 
studying the standards and their observance will be expanded, 
and state quality-acceptance services will be organized. 


150. Depending on the pace of price-pattern transformation 
and market balancing, direct tools characteristic for 4 
transition period of deep econcmic equilibrium, will 
be limited and abandoned. This is particularly true of: 
* mandatory wholesaling; 
* central distribution of consumer goods among voivodships; 


* bans on price increases; 
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* customized concessions and subsidies granted t° individual 
organizations; 


* rationing of foreign exchange. 


Technological Progress 


- In stimulating techpological progress, great importance 
will be assumed by general cperatina conditions for 
enterprises and the economy, namely economic equilibriun, 
economic coercion, growing role of profit, and rising 
proportion of foreign trade. They will provide a basis 
for greater interest in innovation cn the part of 
economic units. 





152. The system ‘of central research and development 
programs, oriented to structural chance in the economy and 
to more material- and energy-saving techsologies, will be 
developed. The programs will be more selective. 


As far as organization and funding are concerned, 
a switch will be made away from financing institutions which 
conduct research in preferred areas, towards contracts 
with research teams and individuals undertaking t0 resolve 
particular problems (with account taken of the technical 
conditions of the Polish economy). 


153.Integration of research establishzents with 
conomic units - on the basis of mutual economic interest - 
will be "soemebes. Legal and organizational arrangements 
will be provided to make possible the establishment of 
science/production centers. These arrangements will ensure, 
on the one hand, full coordination of activities in both 
spheres - science and production - necessary to obtain 
the final effect, i.e., greater innovativeness, and on the 
other, will pvovide for separation of these activities, as 
necessitated bv their specific features. Special role will be 
played by forms involving capital links, such as commercial 


companies or holding companies. 


154. Government orders on the commercialization of R&D 
finding will be applied. To a growing extent, these orders 
will be placed with production units and future users. 

The government orders system will be backed up with 
central funcs already accurwlated in the Central Fund for 
New Technology (CFWW) and with foreign exchange resources 
at the disposal of the New Technology Office (UPNTiW). 

Tax and credit facilities will also be provided. 


A growing role in initiating government orders will 
be played by sectoral ministries which, drawing on their 
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knowledge of the state of R&D work and of lines of 
development preferred by state economic policy, will 

be looking for production units capable to embark en the 
commercialization of R&D findings. 


155. As regards the financing of technological and 
scientific progress by enterprises, the existing arrangements 
will be made more flexible. Enterprises’ freedom in forming 
their funds for technological and economic progress and 
in spending the resources of these funds will be broadened. 


A first step was made in 1987, when the principle of divicing 
the fund into a centralized portion [and a portion held by 
the enterprise] was discarded and when enterprises were 
allowed to regulate rates of deductions to this fund 
(although, for the time being, they can change the rates 

set in the [five-year] National Socio-Economir Plan by 

mo more than a quarter). 


In the future, it may be considered whether the system 
should not be changed towards financing R & D projects - 
both those involving research and investment activity - 
directly from pre-taxed profit (with the right to create 
reserves for this purpose, if need be). This would impart 
full flexibility to the system, and would prevent any 
dis ~epancies between the financial resources for research 
and enterprises’ investment capacity. 


156. Enterprises’ right to form the new technology 
revenue fund [additional remuneration for inventors and 
innovators] will be drawn upon more widely. 


157. The system of appraisal of the technical level 
of rrocuction will be developed. On the one hand, i* will 
constitute an element of enterprise assessment, ana on the 
other, will provide a basis for setting state technical 
stancards and imposing bans on production, distribution, 
and operation. These measures will have the effect of 
increasring pressure on enterprises and stimulating their 
interest in innovation - in addition to pressures generated 
by balanced markets. 


158. Much greater opportunities will be orovided for 
estabiiching enterprises which underteke to apply selected 
R & D findings on a commercial basis. Inventors and innova- 
tors will be allowed to hold shares in such firms, and 
to earn high incomes from these shares. Stable and con- 
venicnt econumic conditions for such units, irrespective 
of their form of ownership and orcanization, will be 
provided in the law on new technology units. 
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Control Of Foreign Trade 





159.The following tools will be applied to boost 
Poland's share of world trade, and especially to . orientate 
enterprises towards exports: 


* the rate of exchange and pricince principles in 
foreign trade; 


* tax concessions and awards; 
* access to foreicn exchange; 


* licenses for producers to carry out independent 
foreign trade operations. 


In step with the balancing of the economy, priorities 
in access to production supplies will be losing their impor- 
tance. 


160. The rate of exchange will be consistently adjusted 
to real conditions of export. The rate should be set - 
flexibly and as soon as possible - at a level ensuring the 
profitability of exports, excluding the exports of food and 
farm produce. The levelling of economic conditions between 
the export of food and farm produce and the remaining 
exports will be obtained with the help of systemic regula- 
tions. The changes in the exchange rate will be continuous 
rather than discrete. 


Foreign trade settlements will be increasingly based 
on [foreign] transaction prices, and the customs duty will 
become an active tool of influencing lines and pattern of 


imports. 


161. Producers’ access to foreign trade licenses will 
be broadened. Virtually any producer of exported goods will 
be eligible for a license. At the same time, the rance of 
items covered by licenses will be expanded, especially to 
cover goods and services from kindred industries. The practi- 
ces of restricting producers’ rights to change a foreign 
trade agent will be opposed. Various types of foreign trade 
agencies servicing small exoorters will be created. 


162. Barter and other countertrade deals will be drawn 
upon on a larger scale - ecpecially in trade with Third 
World countries, in respect to goods and services which are 
not traditional exports to markets in question. It is 
desirable that in the case of such exports, countertrade 
deals should be [automatically] allowed in respect to a 
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portion of export growth, without the need to obtain indi- 
yidusl permits. 


163. The system of concessions in corporate income tax 
and in wage-fund principles will be retained. The amount of 
concessions will be linked to export profitability, and their 
general level will be set in such a way as to impart to them 
the greatcst importance in the whole system of concessions. 


Tax concessions will be accompanied by credits in zloty 
and foreign currency. A special role in initiating and 
supporting export-oriented development projects will be 
played by the Export Development Bank (BRE). 


164. The system of export-revenue allowances [RODs] 
deposited by exporters in ownership accounts will be broadened. 
The amount of allowances will be tied to the profitability 
of exports. Uniform rates for ROD allowances will be 
gradually introduced. The ROD system will provide the porin- 
cipal source of import financing for enterprises in the 
sphere of material production. In st with the rise of trade 
in ROD resources, the central allocation of foreign exchange 
and the centrally-financed imports will be curtailed. 


Enterprises will be allowed to sell ~ ® ae ! 
buy foreign exchange funds deposited in ownership accounts - 
in auctions run by a bank. For nonexporting enterprises, the 
auction system will provide the ™in line of access to foreign 
exchange. Traded at the auctions will be rights to purchase 
foreign currencies. The buyer of such a richt will pay with 
its development-fund resources which will add up to the 
development fund of the seller. 


165. Support will be given to any measure aimed at 
direct cooperation with enterprises from socialist countries 
and at the establishment of joint enterprises. As part of 
CMEA's work on bringing individual countries’ economic mecha- 
nisms closer to each other and on improving plan coordina- 
tion, steps will be taken to unify cost accounting principles 
and to assign greater sum totals (in plan coordination 
protocols) to be disaggregated in direct contracts between 
enterprises. 


166. Favorable organizational and economic conditions 
will be provided for the development of joint ventures with 
partners from convertible payments zone countries, on the 
strength of the existing Joint Ventures Act. 
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IMPLEMENTING PRINCIPLES 


167.In the coming two to three years, we must make a 
real breakthrouch in the system wf functioning of the eco- 
nomy, starting with areas closest to people‘s needs, such 
as agriculture, procurement and processing of farm produce, 
industrial production of consumer goods, the domestic market 
for goods and services, and housing. 


Another important area in need of deep and quick changes 
is foreign trade, and everything that is connected with 
opening up to outside world. In this connection, a new map 
of the Polish economic reform is being prepared. 


168. The delavs in implementing the reform, the growing 
impatience of the public, and the backlog of more and more 
difficult reform- related tasks make it necessary to modify 
the strategy of the implementation of the reform. 


The central economic institutions should tancibly step 
up their activity in the reformatory process, adjusting the 
scope of their interest and the pace of their work to the 
magnitude and intensity of support for the reform on the part 
of the country's political forces. The Planning Commission 
and the functional (horizontal) ministries should focus their 
attention on presenting implementing procrams, containing 
clear-cut concepts of changes, legal framework for this 
concept, methods of its introduction into practice, and 
expected economic and social consequences. The industrial 
ministries and other sectoral ministries are obliged to 
prepare programs on the implementation of the reform in their 
respective areas, in accordance with general guidelines of 
the Government. 








All ministries and central offices should take 
aivantage of the potential of research establishments and 
design offices to intensify the implementing work. 


The government will make periodic assessments of the 
implementation of the reform in selected areas of the 


national economy. 


169. In order to ensure a determined and effective 
implementation of the reform, to correct wrong 
implementation or misuse of the existing arrangements, 
and to enforce punctual preparation and implementation 
of new arrangements, an interministerial team for the 
implementation of the reform will be appointed in the 
second quarter of 1967. The team will consist of: 

a vice-chairman of the Planning Commission, vice- 
ministers at functional ministries responsible for 
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systemic matters, a vice-president of the National Bank 
of Poland, a secretary of the Party and Government 
Commission for the Modernization of Organizational 
Structures in the Econcay and the State, and 1 secretary 
of the Commission for the Reform of Civil Law. 


The tasks and powers of the team will include: 


(a) organizing coopa@ ation among state administrative 
bodies in preparing and implementing individual 
arrangements provided for in the program on the second stace 
of the economic reform; initiating the commissioning 
of studies from research establishments; 


(b) monitoring the process of change in institutions 
and in instruments, as provided for under the reform 
program, and taking appropriate initiatives; 


(c) discussing proposed arrangements presented by 
individual bodies of state administration - after 
consulting the relevant working groups of the Economic 
Reform Commission; 


(d) studying and assessing all irregularities and 
drawbacks in the implementation of the reform, and 
initiating corrective measures - drawing for this 
purpose on the possibility of inviting any representatives 
of central and local bodies of state administration and 
bodies of enterprises and other sccialized economic 
units, in order to obtain necessary information and 
explanations; 

(e) informing the Economic Reform Commission, at 
quarterly intervals, about the course of work on the 
implementation of the second stage of the economic reform; 


(f) organizing the provision of information on the 
introduced systemic arrangement for economic units and 
state administrative bodies; 


{g) cooperating with the task force for the 
explanatory and informational campaign, set up on the 
strength of the 10th PZPR Congress resolution, in 
preparing materials for consultatory activity carried 
out by the task force. 


170. Measures aimed at balancing the markets and 
setting economic parameters at realistic levels are pivotal 
for the pace of the reformatory process. Work on the 
principles of transforming the price pattern will be 
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carried out in the first place, so that one of three 
variants could be chosen still in 1987. Involved in this 
work will be the Finance Ministry, the Government Planning 
Commission, the Ministry of Labor, Pay, and Social 
Security, and the National Bank of Poland. 


The following will be determined inthe first place: 


* opportunities for reducing the indispensable extent of 
price rises in each variant; 


* the correct level of the rate of exchange (from the 
viewpoint of both the future structure of prices and the 
requirements of export); 


* the feasible extent of price subsidizing, as determined 
by economic and social considerations; 


* the level of the interest rate; 


* the principles of price control in conditions of 
ceparture from the cost-plus pricing formula; 


* the principles of social benefits revaluation in the 
course of transformations in the price pattern. 


171. The following measures will also be undertaken 
tlis year: 


(1) speeding up and broadening the practical 
application of procedures provided for in the State 
Enterprise Financial Recovery and Bankruptcy Act; 


(2) introducing legislation on changes in the 
principles of pay-fund formation and division in the sphere 
of nontrading institutions, financed by the treasury; 


(3) introducing new pay principles for enterprise 
directors; 


(4) organizing and running courses on the functioning 
of enterprises in the second stage of the reform for the 
managerial personnel of enterprises and bodies of economic 
administration; the courses will also be open to self- 
management activists; 


(5) verifying the principles of granting foreign trade 
licenses, and widening the extent of socialized. 
enterprises authorized to carry out foreign trade operations; 


(6) Launching the system of trade in export revenue 
alowances among socialized enterprises; 
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(7) launching the system of assessing the technical 
level of products in the engineering and chemical industry; 


(8) adjusting the value of fixed assets to the 1987 level 
of prices, including the adjustment of depreciation 
charges; defining the principles of constant adjustment 
of the value of fixed assets; 


(9) opening up the procurement and distribution of 
mass agricultural products (meat, grain, fish, etc.) 
for processing units and for other units undertaking to 
specialize in distribution. 

172. Further short-term measures, to be undertaken 
in 19837-1989, will include: 


* radical restriction of mandatory wholesaling of raw 
ani interme ditate materials and machinery; 


* reduction of the extent of government orders for 
stancard articles; 


* transformation of the system of subsidies, including 
ch2nges in the beneficiaries of subsidies and in the manner 
C= setting subsidies to food and farm produce and to 
houcing; 


* amendments to the law on enterprise wage systems 
and ecdjustment of enterprise wage systems to conditions 
av-ising frem the new aproach to collective labor agreements and 
s~cathe requirements of enterprise self-financing; 


* transformation of the principles of financing 
housing construction; 


* separation of the PKO savings branch from the National 
Bank of Poland, coupled with changes in its range of 
operations; 


* introducing the tax-book system for small enterprises; 


* verification of agreements on enterprise association, 
from the viewpoint of fight against monopolistic practices. 


173. In addition to work on current implementation of the 
refcrm, the relevant establishments will conduct 
conceptual work on those issues which have not been specified 
in detail in the first stage of the reform and on entirely 
new problems of functioning of the economy. 


Following are some issues to be considered by the 
Economic Reform Commission in 1987-1989: 


* the concept of shaping organizational structures in 
the economy (at a joint meeting with the Party and 
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Government Commission for the Modernization of 
Organizational Structures In the Economy and the State; 


* draft bills on chambers of commerce and industry and 
on groupings of socialized-sector enterprises; 


* proposed changes in the labor law; 
* proposed transformation of the banking system; 


* proposed transformation of the tax system and the 
system of enterprise finances; 


* proposals on the functioning of municipal property; 


* proposals on the system of taxing the population's 
personal incomes; 


* “he concept for the system of settling disputes 
among economic units; 


* proposed transfo-mation of the system of pensions and 
social benefits. 


174. Society's supervision over the course of 
implementing the seccnd stage will continue to be exercised 
by the Economic Reform Commission. 


This supervision should consist in: 


* discussing annual assessments of the operation of 
mechanisms of the reform, and formulating conclusions 
cn ways of further implementation of the reform; 


* discussing quarterly information papers on progress 
in preparations for the implementation of second-stage 
arrangements; 


* fo-mulating opinions on draft bills on systemic 
change? in the cconomy and other draft documents of 
special importance, upon their submittal to the Council 
of Ministers; 


* setting standing and ad hoc working groups to work out 
detailed arrangements for individual segments of the 
system of functioning of the economy; 


* organizing a system for explaining the economic 
law to economic entities - by setting up a team for 
the explanation of the ec:ynomic law, comprising represent- 
atives of the Eccnomic Reform Commission, leading 
theoreticians and practitioners, and representatives of the 
Supreme Court, the Supreme Administrative Court, and 
institutions dealing with the settling of disputes between 
economic organizatiors. 


Secretariat of the Economic Reform 
Commission 
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